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Vol. XXI SEPTEMBER, 1931 No. 3 


AN ANALYSIS OF AMERICAN PLANS FOR STATE 
UNEMPLOYMENT INSURANCE 


Puzzling economic questions are raised by American attempts to draft laws for 
compulsory unemployment insurance that will serve the purposes both of relief and 
of an incentive for regularization. The bill proposed by the American Association for 
Labor Legislation and measures considered in Wisconsin, Ohio and Michigan are 
much alike in their benefit provisions but differ sharply in their contributory and 
incentive features. Two propose to collect from employers and workers; two from 
employers alone. Two propose differential rates for concerns of different degrees of 
regularity; another, “dividends” for unusually regular operation; and the fourth, 
complete separation of the accounts of individual employers. The measure which best 
fastens responsibility upon the individual concern does not seem to meet the tests 
of equitable relief, but the Ohio-Michigan proposals appear to suggest the basis of 
a workable compromise between the two purposes. 


I 


The American proponents of compulsory unemployment insurance 
appear to have in mind two major purposes, one of relief and the other 
of prevention. The first is to lay up reserves in good times, by planned 
and orderly methods, to provide relief for the unemployed on a basis 
more regular, more adequate and less demoralizing than the doles which 
are now being distributed through private and public charity. This ob- 
ject is, of course, common to the American proposals and to the estab- 
lished systems in other countries under which more than forty-seven 
nillion workers now receive the protection of either compulsory or state- 
aided unemployment insurance.’ But most of the American advocates 
have also in mind a second purpose which has hardly been seriously at- 
tempted elsewhere. That is to contrive a system under which the very 
provisions which make possible the relief of unemployment when it oc- 
curs may also reduce the likelihood of its occurrence by giving the em- 
ployer an incentive for regularizing his industry. These ends may or 
may not be worth working for, though to the writer they seem very 
much so; and the point of desirability will not be debated here. But if 
the attempt is made to find means for these ends, and to combine both 
these purposes in a single measure, there arise certain economic ques- 
tions even more puzzling than those involved in the foreign legislation; 


‘International Labour Review, Jan., 1931, p. 48. If, however, the temporary sus- 
pension of benefits beginning in October, 1930, in Russia should be made permanent, 
this figure would be reduced by 10,000,000. 
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parative analysis of certain plans for unep. 


posed for adoption in the United States. 
the legal and political issues have for th. 


1. It will be assumed without argument that 


nly insurance on a state basis should fo; 


however great might be the economic advap. 


on-wide scale. Nor is it the intention ¢¢ 
roblems of the forms of commissions and 
ven the organization of the employmen: 
ntial part of any comprehensive systen, 
entrate attention on the specifically eco- 
ys should be paid out, and under wha} 
re to be raised; how to make sure that 
ovide for the former; and how to provid 
ity and penalty for irregularity. To 
s will be considered in detail: first, th 
\ssociation for Labor Legislation, prepared 
and made public at the recent Cleveland 
measure drafted by Professor John R 
Assemblyman Groves; third, a bill drawn 
gue; and, fourth, a modification of th 
Michigan legislature by Representative 
exhaust the list of proposals currently 
they may be taken as sufficiently rep- 
h precisely the same ends by means so 
y be of genuine interest. 
not very great on the side of the benefits 
I indicates, the differences among the 
their likenesses. Each proposes that the 
ntage of previous wages—60 in the As 
er cases; each establishes a maximum 
paid—$10.00 per week in two plans 
one, the Commons bill, sets a minimum 
oses that these amounts shall be in any way 
persons supported by the worker. Yet 
as the experience of other countries 
The American Labor Legislation Revier 
hould not be confused with the better-know! 
Commons in earlier years. The Ohio bill was 
Senate bill No. 25 and by Representati 
the Ohio bill may be secured from the Con- 
Building, Cleveland, and of the Michigan 
League, 628 Penobscot Building, Detroit. 
9c; Ohio—Sec. 9c; Assoc.—Sec. 4(2). 
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PrincrpaL Economic Provisions or CertaIn AMERICAN PLANS FOR 


State Unemployment Insurance 


TABLE I 


Strate UNEMPLOYMENT INSURANCE 


401 


Association 


Commons 


Ohio 


Michiga 


| Amount 


60% of wages | 50% of wages | 50% of wages 50% of wages 
$10.00 per week |$10.00 maximum $18.75 maximum $18.75 maximum 
maximum $ 5.00 minimum | 
Benefits 
Waiting | 2 weeks 1 week 2 weeks 2 weeks 
period 
Maximum| 138 weeks 13 weeks 13 weeks 13 weeks 
in single 
year | 
os | State Costs of ad- | None Costs of ad- | Costs of ad- 
ministration ministration ministration 
Contri- 
ns | Workers | None None 13% of wages | 13° of wages” 
(maximum 14°; 
of $37.50) 
Employers| 14% of payroll | 33% (first 6 | From 3 of 1% | Up to 3% 


mo.—1}%;_ sec- 
ond 6 mo.— 


to 34% (not to 
average more 
than 2%) 


Incentives Dividends to | Right to stop | Variation in | Variation in 
ddition to individual em- | contributions rates with de- | rates with de- 
self-insurance) ployers when fund has | gree of irregu- | gree of irregu- 
$80.00 per larity larity 
worker 
Pooling of funds | Between con- | None—each One fund for | One fund for 


cerns within an 
industry, not 
between indus- 
tries 


employer’s ac- 
count separate 


all industry 


all industry 


If funds prove 
inadequate 


Variation in 
terms of bene- 
fit between in- 
dustries 


Variation in 
terms of bene- 
fit between in- 
dividual con- 


Equal reduc- 
tion through- 
out 


cerns 


Equal reduc- 
tion through- 
out 


ould suggest. In almost all foreign plans, 


‘Labor Age, Feb., 1981, p. 20. 


*Clarence Senior, “A Practical Plan for Unemployment Insurance,’ 


and in American proposals 
drafted by the Conference for Progressive Labor Action* and by the 
Socialist Party,° benefits vary somewhat with the number of dependents. 
Here is a clear contrast of conceptions. The foreign plans have in them 
nore of the notion of poor relief and distribute their money in a way to 
contribute somewhat more effectively to the prevention of immediate 
distress.° The four bills discussed here represent a stricter adherence to 


Industrial Democracy, The Unemployed, Spring, 1931. 


‘An invaluable “tabular analysis” of the foreign plans is given in the International 
Labour Review for Jan., 1981, pp. 48-66, and has been used freely in preparing this 


article. 
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In England, moreover, the basic rate of bene. 
f the previous pay of the recipient—the 
- ditch-digger. This has the great merit of 
in administration but the obvious faults 
le, benefits may come too close to the level 
the upper end they represent an almost 
family’s usual expenditure. By contrast, 
advantage of preserving somewhat more 
skilled worker. The setting of a maxi- 
two of the schemes seems a rather low one. 
he European idea of poor relief than with 
irance. Logically, then, it might perhaps 
has the practical and political merit of not 
funds not required for the most urgent 
ir families. 
benefits and for the limits on their 
the several schemes. Each seeks to pro- 
by limiting the payments to any indivi- 
year and by enforcing a waiting period 
in may begin claiming benefits.’ Each 
for previous employment; and the Ohio 
Association model in providing that th: 
twenty-six weeks during the preceding 
Act and that he shall not receive more 
siven year for every four weeks of employ- 
receding two years.® Each excludes from 
1 laborers, domestic servants and all ex 
nual workers; but the Commons bill is 
a measure aimed only at the more urgent 
nual workers whose ordinary wage in 
vear. 
very much alike in the different plans, ar 
lacking and malingering. Each tries to 
not voluntarily choose unemployment at 
ing their old jobs or hunting for new 
iformity, each provides that no worker 
lost his job either (1) by quitting volun- 
(2) by going on strike, or (3) by dis- 
He must also be fit for work and re 
ment exchange in search of work, and 
case he refuses a job—in the languag' 


4(1), (4); Ohio—Sec. 9b, c; Mich.—Sec. 9b, 
Sec. 4(5) ; Ohio—Sec. 9a, b; Mich.—Sec. 9a, b. 
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of the Ohio-Michigan bills—“in his usual employment, or in another for 
hich he is reasonably fitted.” The last phrase, like a similar one in 
‘he British law, will clearly require administrative and judicial inter- 
pretation. To remain eligible for benefit, the worker need not accept em- 
njoyment as a strike-breaker—a reasonable offset to the provision deny- 
‘ng relief to strikers—nor under certain other conditions. Thus the Ohio- 
Michigan bills provide that the worker is still eligible if he refuses work 
in case: 
The employment is at an unreasonable distance from his residence, having 
vegard to the character of the work which he was accustomed to do; or 
Travel to the place of employment involves expense substantially greater than 
that required for his former employment, unless the expense be provided 
for? 
The costae offered is at a rate of wage lower, or on conditions sub- 
stantially less favorable, than in his usual employment or any similar em- 
ployment for which he is fitted.*° 

The general principles of eligibility are largely derived from the Brit- 
‘sh law; and even severe critics of the system have admitted that such re- 
quirements have there been adequate to reduce anything like gross malin- 
wring to quite insignificant proportions. On the other hand, even 
friendly students have criticized the British system for its effect in re- 
ducing the readiness of workers to move from region to region in search 
of work.”* It may be assumed that in the United States, where the tra- 
dition of mobility between occupations and between places has been far 
creater than abroad, any administration would interpret the law in such 
a way as to require considerable movement; but it is at least arguable 
that the clauses quoted above should be altered to require greater readi- 
ness to move to the location of the new job. It should not be difficult to 
prevent mere loafers from living at the expense of the funds; but it is 
also important to make sure that the system does not too greatly in- 
hibit that mobility of labor which must remain part of any program 
for the reduction of unemployment. 


II 


The four American plans, then, stand in substantial agreement on 
the question of where the money is to go. But on the equally important 
question of where it is to come from, there is no such approach to 
uniformity. Here both the contrast between American and foreign plans, 

*Assoc.—Sec. 4(4b), Sec. 5, 7, 8; Commons—Sec. 4(6), (7); Ohio—Sec. 9f, g; 
Mich—See. 9f, g. 

 Ohio—See. 9f(2), 9f(4); Mich.—Sec. 9f(2), 9f(4). 

“Sir William Beveridge, Unemployment a Problem of Industry, 1930 edition, pp. 
292-4. 

“Leo Wolman, “Some Observations on Unemployment Insurance,” in American 
Economie Review Supplement, March, 1929, pp. 23-9. 
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\merican proposals themselves, are much 
f these four bills follows the tripartit. 
state, employer and worker which js the 

lan. Moreover, although the state cop. 


gularly or in time of emergency, in every 
insurance with the exception of the 

n of the Russian, none of the four billy 
yntributions to the benefits themselves, 
the extreme of placing even the cost of 
lders.** Again, the American plans then- 
issue of almost equal importane: 
contributions by the workers them- 
\ssociation plans, like those of the So- 
- Progressive Labor Action, place th 
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1g benefits upon the employers alone.“ 
n these questions? Should the state con- 
proponents wise in excusing it? Asic 
inst rejecting any source of income for 

f money, there seem certain special justi- 
ublic authorities. Since unemployment in- 
re desirable substitute for poor relic, 
blic funds, which today carry heavy bur- 
ployed, should bear at least part of th 
may also be argued that state contri- 
lifications of the system of benefits as 
n to the special needs of the lower-paid 
lents. Yet the authors of the American 
reasons for their willingness to leav 
n the immediate and purely tactical 
funds are so depleted, it is no time to 
large sums of money for new ventures, 
\ consideration of more permanent in- 
stice as between the farm community 
ive framed bills for Wisconsin, Michi- 
who would write legislation for most 
s and the substantial interests of the 
Unemployment insurance offers no 
pulation; why, then, should the latter 
political argument of some cogency and 
1 one. It may well be argued that at 
charge by throwing the support of its 


19: Ohio—Sec. 16, 17; Mich.—See. 16, 11. 
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employed upon the rest of the community” and tant the entire cost 
te! -ance should somehow be placed “upon industry.’ ; 

’ 9 S on it may be as well to absolve the state from direct con- 
, as it salabh be better still to call upon it, as in the German 
agente lans, only for subsidies to the fund in times of unusually 
But should the workers be forced to contribute 
will doubtless take this question less seriously than 
= ae If a given percentage of payroll is to be taken in some 
wats 7 ther—all from the employer, all from the worker, or part from 
= is aaa of us will assume that the choice among them is not as im- 
pings it looks. If the first is chosen, there will doubtless be inertia 
porta 


much 
artite 
is the 
> con- 
every 
f the 
r bills: 
selves, 
ost of 
them- 


ance: ‘9 impede its translation into wage reductions, and so for the other 
then. a . tives; but we should expect that at least a large part of the 
hog ae ould eventually fall in the same place wherever we choose to 
‘ " big first. On grounds other than those of final incidence, however, 
one." 


the question has real importance. From the 
collecting substantial funds, and from the point o 
the ordinary popular notions of fairness, there po 
vantages in requiring the workers to pay a share of the costs. 


con- 
Aside 
ne for 


od this, moreover, seems to have the more substantial merit of making the 
— a Seabial benefit appear, both to its recipients and to the rest of 
relic, ne less like a dole and more like a payment received as of right. 
_ “It aan a worker’s contribution is to be required, how is it to be 
. “ cal wulated? Here again the British use the convenient system of the flat 
the amount from every adult male worker. It seems 
its a ‘ae that a varying rate represents a fairer relationship to pry 
— “ pay, as well as a fairer relationship to the graded benefits ° we 
_ American plans; and it is not surprising to find that the aie om 
oe Edhions bills base their contribution upon a percentage of ibaa 
~~ ne ll each case 114 per cent. There is between them, however, — 
_ > le of detail which involves a somewhat significant point of — 
different grades of workers. In the Ohio plan, the 
* af site this contribution of 114 per cent of his wage, however high oo 
apt wage may be; but his maximum benefit is $18.75 a week, which is half 2 
oem 837 50.8 Consider, then, the relationship between two workers, one o 
most 


them receiving $37.50 a week, the other the unusual but not pete 
os wage of $75.00. One would pay 5614 cents a week, the other $1.1214 
hie oy double the contribution of the first. Yet when the two of them 
acter J 
and 
hat at 
of its 


“A number of striking popular statements of he 
peared, See for example S. H. Slichter’s admonition to industry 
a tin cup” (New Republic, vol. 60, pp. 35-7) and W. G. me 4 aa tie ier tae 
Detroit as “Ford’s Silent Partner” because of the large sums expended by ) 


the relief of former Ford employees (The Unemployed, pp. 8-9, 25). 
Sec. 16. 
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chanced to be )f work, their benefits would be precisely th. 
same, and eac $18.75. To avoid this inequality, the Mich;. 
gan modificat um for the worker’s premium as wel] a; 
for his benefits the former to 114 per cent of $37.50 just as 
it limits the | 0 per cent of $37.50—and does not ask th 
worker to cont ny part of his wage on which his benefit j; 
not to be cali [his change cuts off considerable revenue from 
the fund, and urgued that the skilled worker is in a positioy 
to bear this n brother’s burden; but there appears to be no 
valid reason ¥ | be singled out to suffer this particular sor} 
of a concealed 1 re must be a limit to benefits, it seems clear 
that a plan wl . corresponding limit on contributions repre- 
sents more hon irate insurance. 

On the ques orkers’ contributions, American advocates are 
thus sharply d here is no such division among them on the 
principle of su .yments by the employer. Indeed, those who 
have rejected t former have done so partly because of the 
desire to accen is sharply as possible the notion of the employer's 
responsibility f on of unemployment. No doubt they hav 
also been anxio ure that at least one section of the voters, 
the wage-earne! whole-hearted support to their proposals 
—a political m e cogent since the American Federation of 
Labor has so f from the movement; and many of them evi- 
dently believe tl n of contributions means a real as well as 
an apparent sa vorkers; but a genuine part of their argv- 
ment is the im} placing the burden upon the agent best able 
to prevent une! And whatever differences there may be on 
the advisability her sources as well, the advocates of all 
the American | t substantial contributions should be col- 
lected directly ployers and in such a way as to give them 
a strong and d for attempting to regularize their in- 
dustries. At ju , indeed, appears the attempt to combin 
relief and preve1 phasis on which is the unique characteristic 


of the American 


III 
But if the id r an incentive feature to the scheme of 
the employers’ p: mmon to all the American plans, it is i- 
teresting and ra sing to note that they choose three markedly 
different method - this common end. Under the Association 
bill, employers 114 per cent of payroll; but it is provided 
i Sec. 16.“. . 1% per cent of all wages received in such employ- 


ment, but not on a! $37.50.” 
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that the so-called Employment Stabilization Boards, which are to man- 
i the funds set up in each industry, shall have power “to award divi- 
per to employers based on their experience in maintaining regular em- 
ployment.””* All employers, regular and irregular alike, begin by pay- 
ing the same amount; but some employers, under conditions apparently 
varying from industry to industry and not very clearly defined in the 
model bill, are to receive cash rebates as rewards for regular operation. 
The form of the incentive—that of a definite return of part of the 
money paid in—is somewhat reminiscent of the provisions in the original 
British scheme under which employers received refunds of part of the 
contributions paid for workers to whom they had given full employment 
throughout the year;** but it was probably more directly suggested by 
the provisions of the unemployment insurance scheme under joint agree- 
ment in the Cleveland garment trades.” 

In the Wisconsin bill, on the other hand, the form of incentive 
chosen is even more clearly based upon the plan in force in the Chicago 
clothing trades, in the shaping of which Professor Commons had himself 
taken a major part.” Under the Commons plan, employers again are to 
start alike in their contributions—beginning somewhat gradually with 
114 per cent in their first six months under the plan and 21% per cent 
in the next, but all attaining after that the standard 314 per cent. The 
incentive feature appears in the next provision: “Each employer shall 
have a separate reserve account with the unemployment reserve fund. 
Whenever an employer’s account exceeds $80.00 per employee, the em- 
ployer shall cease the payment of contributions” and need not resume 
payments until it falls below this figure.** Some employers, therefore, 
may hope to stop paying altogether while their competitors are still 
burdened with a 814 per cent charge upon their payrolls. These two 
bills, then, start all employers alike and give rewards after the fact. 

The Ohio bill and its Michigan copy propose to begin at just the other 
end. They intend to vary the rate of the regular contribution itself in 
relation to the past record of regularity of the industry and of the in- 
dividual concern. Each instructs its Commission, first, to fix different 
rates for broad “industrial groups based upon . . . differences of un- 
employment hazard,” and, second and more important from the point 
of view of incentives, to classify individual concerns within these groups 
into different rate classes “equitably based upon their individual history 
of unemployment hazard.”** According to the Ohio proposals, the rates 

® Sec. 24(2c), 

“Sec. 94 of the National Insurance act of 1911. 

an a Unemployment Benefit Systems in the United States, p. 379. 

See. 16(8). 

* Mich.—Sec. 17; Ohio—Sec. 17. 
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may range f1 r cent to 814 per cent of the payroll of 
individual em} tire sum collected must not be more thay 
2 per t of | pa of all employers subject to the Act. The 
Michigan bill, nd, merely provides for rates varying yp 
to 3 per cent ch it might be argued that, in order ty 
be consistent vorkers’ contributions and in order not 
to discourag ahi r wages, these percentages ought not* 
to be calculat part of a wage in excess of $37.50. _ 

Under thes problem of rating offers certain obvious dif- 
ficulties. At the b leed, with our present scanty information 
on the histor) t, there could be no more than approxi- 
mate fairness in > of rates; and it might be advisable to tak 
over from th the notion of a probationary period 
during which taxed at the same relatively low rate. 
But these ari would largely disappear as the data on 
employment |! ited as a by-product of the scheme itself, 
The hope of s inge of rates with an improved record of 
regularity sh he chief stimulus under the plan; and, al- 
though there c ty of complete accuracy in fitting pre- 
miums to emp! | not be impossible to develop schemes 
of ratings for 1 t should be at least roughly comparable in 
validity with t .fety now calculated under systems of 
workmen’s com} 

To these dis of incentive, moreover, each of the four 
American sch¢ the employer a common inducement to 
regularization 1 y of self-insurance. Under the British act, 
the privilege of ‘ out”? was for a time extended to industries 
which consider iid insure their own employees more 
cheaply than ur il scheme; and the insurance and banking 
industries still « lent funds.** In the American plans, this 
principle is cha ransferred from the industry as a whol 
to the individual 1n employer believes that his own employ- 
ment is or can b ntly stable to warrant it, and if he gives 
proper guarant y to provide benefits to his workers on 
terms no less fay hose laid down in the standard scheme, 
he may stand out re his own funds and his own payments.” 
The advantage o n is the obvious one of encouraging fur- 
ther experiment private insurance plans of employers, in 
which there hav promising beginnings.”* Its danger lies 

*H. C. Emmer lles, Guide to the Unemployment Insurance 
Acts, 3rd edition (1 

* Assoc.—Sec. 17 14(1); Ohio—Sec. 15; Mich.—Sec. 15. 

* Stewart, op. ci te till more recent adoption of unemployment 
insurance by a group é chester. 
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on the actuarial side, in the possibility that all the good risks may de- 
clare themselves outside the general scheme. 


IV 


This last point raises the general question of the adequacy of the 
-ontributions for the payments proposed. Will the funds collected under 
these plans really make possible the benefits for which they are intended 
to provide? How would they meet the actuarial test? The first and 
- + honest answer is that no one now knows or can know. Yet it may 
he worth while to indicate at least part of the process by which an 
answer might be sought. What proportion of total payroll must be 
taken in order to pay unemployment benefits? The answer depends pri- 
marily upon the percentage of unemployment to be expected among the 
insured group and upon the proportion of benefits to previous wages. 
The major obstacle lies of course in the first of these figures. Even if 
it could be confidently assumed that a knowledge of past unemployment 
vould permit prediction of its future extent, the prior difficulty remains 
that we have not the basic records of the rate of unemployment and— 
parenthetically—that we are not likely to get them until we do get 
a system of unemployment insurance. 

Estimates, however, are available; and it is possible, for example. to 
make use of Professor Paul H. Douglas’s elaborate and painstaking 
calculations for the period 1897-1926. His conclusion is that the rate 
of unemployment in manufacturing, mining, building and transportation 
was a little over 10 per cent.” If, then, we make tentative acceptance of 
10 per cent as the expected figure of unemployment, and if we take 
the 50 per cent benefits common to three of the plans, it is possible to 
make a first attempt to answer our question. If we are to compensate for 
all unemployment at this rate, we must apparently be prepared to pay 
half wages to one-tenth of our workers. As a first rough approximation, 
then, it appears necessary to collect from some source or other 5 per 
cent of the total payroll. But even the most cursory examination indi- 
cates that this formula requires a number of corrections before it pro- 
vides even a tentative basis for decision. Unemployment may of course 
run higher or lower than this figure. The inclusion of other occupations 
more regular than those named, and the fact that Douglas’s figures 
have been more often criticized as too high than as too low, may give at 
least a hope that it will run lower. There is still another correction, more- 
over, which is indeterminate in direction. The 5 per cent formula con- 
tains the concealed assumption that unemployment is distributed among 
the workers precisely in proportion to their wages. But if the better- 


. Real Wages in the United States, 1890-1926, p. 459. The exact figure of his 
estimate for the thirty year average is 10.2 per cent. 
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‘acturing, mining, transportation and construction of somewhere between 
g and 10 per cent,” he concludes that “if a two weeks’ waiting period 
; imposed and the average benefits fixed at approximately 40 per cent 
of the earnings, the average cost for these industries would seem to 
hi. somewhere between 8 and 4 per cent of the payroll. The inclusion of 


nercantile trades and the public utilities would in turn somewhat re- 
juce this figure.” 

If these may be taken as tentative measures of the requirements, how 
well are they met by the four schemes under discussion? The Association 
pill calls for the collection of 114 per cent less dividends returned; the 
Commons and Ohio plans for maxima of 314 per cent; and the Michigan 
pill for contributions which would presumably not be very far from 
the level of the latter two.”” How, then, would they meet the actuarial re- 

irement? The preceding argument seems to suggest that the Associa- 
‘ion bill would be quite unlikely to provide benefits on the desired basis 
over the whole of industry. It might perhaps be taken as indicating that 
the other three are at least close to the normal requirements. But in any 
case, there can be no neat and satisfactory answer to the actuarial ques- 
tion in advance of trial. Any act passed must be an experiment; and it 
should be stated with all frankness that any rate of contributions which 
can be calculated in advance is likely to need modification, in one direc- 
tion or the other, as experience under its working provides the data 
necessary for more accurate reckoning. 

In the meanwhile, therefore, any honest plan must make provision for 
what is to be done in case the contributions collected fail to make pos- 
ible the payment of the expected benefits. All four of the bills we are 
considering pass this test of candor, but the variety of ways in which 
they do so brings out a further significant point of difference. On this 
point the simplest provision is that of the Commons bill: “The period of 
benefits shall be reduced . . . whenever an employer’s account is inade- 
juate to pay the full benefits provided in this act.”*° The employer’s 


responsibility ends with the laying up of the maximum 31% per cent. 


If the funds in a particular employer’s account are exhausted by the 
payment of benefits, if his cupboard is bare, his unemployed must go 
away empty-handed. The Association bill embodies a similar principle 
but on the basis of whole industries rather than on that of single con- 
cerns. Its stated rates of benefits are only maxima. The actual scales 
are to be set by industries, and in cases where the 114 per cent collec- 
tions will not make possible the 60 per cent benefits, the payments shall 
be “as near the amount of the maximum... as the condition of the 
*The Unemployed, pp. 21, 23. 


* Assoe.—Sec. 19; Commons—Sec. 16; Ohio—Sec. 17; Mich. 
Sec. 4(4). 
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industry fur *** Again, if the fund in a given industry rp; 
dry, there is nd the unemployed of that industry must gp 
without bet hand, the Ohio and Michigan bills provide 
that “in the and extended unemployment such that the 
reserve... | below a proper actuarial basis, the Con- 
mission is en leclare an emergency” and reduce the scale of n 
benefits.** Bu the reduction is to fall equally upon claimanjs th 
whatever th: This contrast betrays an important difference, { 
in fundament In the Commons plan, there is no pooling of 
funds whatev y contributed by any employer goes to pay 
benefits to an) not his own employee. In the Association t! 
bill, funds az n an industry, and the Jones Company’s con- n 
tributions m benefits of the Smith Company’s employees; 
but they mus ditions cross industry lines. In the Ohio- a 
Michigan s< er hand, as under the British and most 
other foreign money goes into and comes out of one u- ' 
differentiated ( 
V 

These are mie provisions of the four bills under dis. 
cussion. Hov ir compare in their efficacy as instruments , 
for carrying le purposes of relief and prevention? If we 
look first at levising of an incentive and the fixing of 
costs and res} ; clear that each one of the schemes dos 
succeed in p1 nditions under which a regular employer 
might save m on with an irregular one, and under which 
an employer mig 1in of his costs by increasing his regularity 
of operation yuld actually tend to alter the curve of 
employment < , be determined in advance of trial. No 
one would thi that such provisions could possibly fore: 
all employers inemployment. There is one group of em- 
ployers who t rofitable to run with almost complete regu- 
larity.** Thes l them an added advantage, which may 
be thought of a ward, but obviously is not needed to giv: 
them an added is no doubt a second group who would 
find it impossik uch more regularly than they do now ur- 
der any stimulu .pplied. For them, also, these plans would 
fail to contril vard stabilization, although it may wel 

81 Se 

Sec, 24(2c) 

% Note the il] n Feldman, The Regularization of Employment 
and in the more r R. Smith, Reducing Seasonal Unemployment. This 
experience is we pamphlet, Less Unemployment, issued by the 
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be argued that there is a gain in placing upon the consumers of their 
products a part of the cost of irregularity which their production seems 
necessarily to entail. But it seems highly probable that, in a position 
between these two, there is a considerable group of employers who find 
their present calculations rather closely balanced between the gains of 
more regular operation and the tempting savings of payroll cuts. In 
these cases, the decision might well be turned by the possibility of a dif- 
ferential advantage of 1 or 2 or 8 per cent of payroll. A similar hope 
though it must be admitted that unemployment is less completely within 
the employer’s control than industrial safety, certainly its causes do 
not lie entirely outside his hands. It seems not unreasonable, therefore, 
to expect a somewhat parallel effect in the case of unemployment insur- 
ance. 

But if all four of these plans meet the first test of providing some sort 
of definite incentive for more regular operation, it is also true that each 
of their three diverse ways of doing so has its unique advantages. In 
the Association bill, the merit is the tangibility of a definite cash return. 
The Commons plan has the great advantage of an automatic method 
of score-keeping under which the individual employer cannot fail to 
see the connection between his own operating schedule and the con- 
dition of his separate account. On the other hand, it appears probable 
that the number of employers who would stand a good chance of re- 
ceiving dividends under the Association bill, or who at any given time 
would be close to the possibility of stopping payment under the Wis- 
consin plan, would be a small fraction of the total. For the others, then, 
the stimulus would be somewhat remote. But under the graduated scale 
provided in the Ohio and Michigan bills, it seems likely that a much 
larger number of employers would have more substantial prospects of 
changing their ratings—if only by 14% of 1 per cent—from one account- 
ing period to another; and these measures seem therefore to offer a more 
continuous stimulus over a larger part of the industrial field. 

The Ohio-Michigan bills, however, stand at a disadvantage compared 
with the other two if judged by their accuracy in matching the costs 
and the sources of unemployment. The Commons plan has the very great 
merit of focusing directly upon the individual employer and of guaran- 
teeing that he shall not under any conditions be asked to bear the 
cost of the irregularity of other concerns. The Association bill does not 
individualize responsibility so sharply; but it does embody the somewhat 
attractive principle, not indeed that “each industry shall bear the cost 
of its own unemployment,” since that it does not accomplish, but at 
least that no industry shall bear the cost of any unemployment except 
its own. The other two set up no such standards and may therefore 
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nore nearly proportional to the needs of the unemployed. If, then, these 
pills are to be judged mainly as relief measures, the Ohio-Michigan pro- 
posals, under which workers in all industries are to fare alike, are clearly 
superior. But if, on the other hand, the principal criterion is to be con- 
sidered the fastening of inescapable responsibility upon the individual 
employer, then the Commons plan has a no less unmistakable advantage. 

Here, then, is a real clash of purposes and an important issue in the 
irafting of the schemes. What kind of bill is to be chosen must evidently 
depend upon the relative weight to be given to the two purposes of relief 
and of responsibility for prevention. A measure framed with too ex- 
clusive an eye upon the one is likely to be unsatisfactory from the view- 
point of the other.*° Thus, in the British system, the provisions intended 
to encourage regularity of industry, which never formed a major part 
of the purposes of the framers, have been entirely sacrificed in the pre- 
occupation with relief alone.** On the other hand, those whose first inter- 
est lics in the orderly provision for the needs of the unemployed will be 
inclined to think of the Commons bill as a measure which unduly sub- 
ordinates equity in relief to the rigorous logic of the individual em- 
ployer’s responsibility. Apparently, then, if one wishes to advance both 
purposes, the act of drafting must be something of an act of compro- 
mise. Yet it is still more important to add that this need not mean the 
abandonment of either object. Indeed, the Ohio and Michigan bills, 
which are more satisfactory than the others in their relief provisions, 
also offer a definite and continuous incentive for regularization; and it 
may well be that these or similar compromises are laying down the main 
jutlines of workable legislation. For though there is much in this analysis 
to suggest the difficulty of drafting measures to carry out both the pur- 
poses of relief and of partial prevention, there is in it nothing, I believe, 
which should indicate that the task is at all impossible. 

Carter Goopricu 

University of Michigan 

*But any system of unemployment insurance which lays aside reserves during 
rood times and releases them as purchasing power in the time of depression tends to 

gate the severity of the business cycle and may therefore be thought of as con- 

uting toward the prevention of unemployment. 

*The provision for rebates to employers “in respect to workpeople continuously 
employed,” under which an average of £115,000 a year was returned from 1914 to 1919, 
was not carried over into the Act of 1920. J. L. Cohen, Insurance against Unemploy- 
ment, p. 310. “Some of these fancy clauses,” says Sir William Beveridge, “appeared not 
worth the complications which they caused.” Yet note his own opinion that this and 
other similar devices “were as practical as the rebates given by motor insurers to 

— drivers” (Unemployment a Problem of Industry, 1930 edition, p. 290). Simi- 
, the provisions for the contracting out of industries which were included in the 
- \ct were suspended during most of its period of operation and were abolished 


y the 1927 Act, although the two existing schemes were continued in operation (Em- 
nerson and Lascelles, op cit., pp. 164-6). 
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SEAS L UNEMPLOYMENT INSURANCE’ 

Heavy s ; threatened the successful operation of un- 
employment in in Europe and in the United States. The peculiar 
characteristics yment seem to make inadvisable its inclusion 4, : 
compensable tin ms in regular industries. The predictability and 
certainty of st 1e possibility of any spreading of risk and, together 
with the highez easonality calls forth, enable the worker to tide 
over idle perio 1 7 paying of benefits for seasonal losses prevents 
adequately insur r unemployment which the worker is poorly 
prepared to wit ¢ seasonal unemployment can offer but slight 
incentive for the 7 | fluctuations. 

Che limiting lar unemployment can be accomplished without 
great difficulty , except in industries where moderate uniformity a 


in the workers s is impossible. 


I 


It has long d that unemployment is a complex phe- | 
nomenon spri ly different causes and manifesting vary- 
ing characte dies which have been proposed have re. 
flected this fa been suggested as particularly effective 
in combatting f unemployment. The dovetailing of in- 
dustries and tl public works, for instance, have been sug- 
gested to deal und cyclical unemployment respectively; 
while vocatior is been urged to reduce the loss of time due 
to workers’ cha job to another. None but the most naive 
would suggest \f these remedies would apply equally well 
to every aspect 

In most of tl of unemployment insurance, however, it has 
been assumed t ve is applicable to any type of unemploy- 
ment. This unc le, to be sure, has been due to the inadequacy $ 
of information ‘ts involved; for insurance, more than 
any of the ren oyment, requires a fairly accurate body 
of statistical 1 ‘ning the problem it attacks. Although even 
now, and espec l ed States, knowledge of the extent and 
1ature of unen exceedingly meager, the recent experience 
of several insu 1 the growing body of statistical data in 
a few industries sible to examine the potentialities of unen- 
ployment insur derate degree of confidence. Any such ex- 
amination seems irly worth while just now, since the cur- 
rent depression rtainly call forth new insurance systems. 

The present pay | to a discussion of insurance as applied in \ 
individual seaso1 nd relates particularly to those indus- 
tries supporti lies of workers, such as building, textiles 

and wearing ap} 

1 For helpful st ful criticisms in the preparation of this article— 
not implying full the opinions it expresses—the writer is deeply 


indebted to Dr. B 
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of 
eculiar Although the theory of unemployment insurance has not emphasized 
<n he distinetive features of seasonal unemployment, it is apparent that 
ogether MEE those features have considerably influenced a number of the systems 
to tide «hich have actually been established. In Europe, where many industries 
oer have commonly been included under the same insurance system, the heavy 
t slight snemployment in seasonal industries has called for severe limitations on 
; ienefits and several changes in the insurance laws to prevent the con- 
oe sant subsidizing of the seasonal industries by the non-seasonal. In 
England, the limits on benefits have operated to the disadvantage of 
rtain seasonal workers so that in 1927 those workers were given the 
orivilege of withdrawing from the system if they wished.” In Germany, 
: phe. + has been necessary to place special and severe limitations on the bene- 
vary- fts payable to workers in seasonal occupations;* and in Russia, the 
ve a rovernment has been forced entirely to exclude such workers from un- 
lective wployment insurance.* These changes have not affected all seasonat 
of in- cupations but only those showing the most extreme seasonal fluctua- 
nN sug- tions. It is probable that other changes will be necessary before the prob- 
‘ively; lem is solved. 
ne due Since unemployment insurance in the United States has been confined 
naive ) single industries or individual establishments, the problem of avoid- 
ly well ing the subsidizing of seasonal industries has not arisen. A large pro- 
portion of the American insurance and benefit systems, however, have 
it has existed in seasonal industries, such as baking, printing, wearing ap- 
nploy- parel manufacture, wall paper manufacture and cleaning and dyeing, 
quacy so that the seasonal factor has been encountered in many forms. It will 
e than be apparent from the following discussion that the seasonal fluctuations 
» body st have greatly influenced the payment of benefits in all such indus- 
seven ies; in addition, almost a score of the systems have given outward 
nt and evidence of this influence by including special provisions relating to sea- 
rience sonal unemployment. These systems can be classified into two directly 
lata in posing groups. 
unem- One group includes those plans designed to pay benefits for seasonal 
ch ex- unemployment alone. At least fifteen separate systems in the printing, 
e cur- baking and cleaning and dyeing industries have confined their benefits to 
stems. unemployment occurring during the slack seasons, leaving the workers 
lied in to shift for themselves at other times. Four local union benefit plans in 
indus- the printing industry® pay benefits only in the summer months, and nine 
extiles *Davison, The Unemployed, p. 188. 
*Carroll, Unemployment Insurance in Germany, p. 100. 
‘Abramson, “Social Insurance in Soviet Russia,” Journal of Political Economy, 
rticle— Aug., 1929, p. 383. 
| deeply 


"New York Local No. 6 of the International Typographical Union, New York 
Paper Cutters’ Local No. 119 of the International Brotherhood of Bookbinders, and 
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few months preceding Easter. Chicago Loca) 
al 17,920 in the cleaning and dyeing industry 
ber to March. In addition, and for reasons 
a number of other plans which have made yy 
ferent types of unemployment actually pay 
yur plans which have not attempted to cover 
have been limited to cyclical and random yp. 
work benefit plan of the Cigar Makers’ Inter. 
m 1889 to 1920, specifically excluded wn. 


ua 

funds. After 18 ods not covered were from June 1 to Septem- $ 
ber 23 and fri 16 to January 15. The guaranteed-employ- he 
ment plan in 1 per industry once covered the full year, but the 
increasing sea industry forced a reduction in the period thi 
guaranteed; u! 1929 agreement, a worker must lose 12 full weeks sea 
a year before | >a benefit. Under the Cleveland ladies’ gar- in 
ment industry ks must be lost before compensation begins, ) 
while in the N lustry (cloaks and suits) the workers had to 
bear fully 18 loyment before receiving benefits.® 

From this is apparent that in important instances the pi 
existence of p1 onal fluctuations has involved special prob- i p" 
lems for unemp rance systems. In the remainder of this paper ib 
it is purposed to the features of seasonal unemployment which 
New York Loc 23 of the International Printing Pressmen and 
Assistants’ Unior These plans and the others mentioned in this if 
section are descril t, Unemployment Benefits in the United States. 

* Buffalo Local Louis Local No. 4, New York Local No. 22, Pittsburgh 
Local No. 12 (pla 1 1923), Tacoma Local No. 126, Washington Local No 
118, Seattle Local } Francisco Local No. 24, and Madison Local No. 233. W 

‘It is apparent | and chronic unemployment are eliminated by ; 
the common ruling ontinue for only a limited period of time. “ 

®This plan, as in the wall paper industry, guarantees the em- st 
ployees a definite »f employment each year and pays them benefits 
for time lost in ex r period. The effect of these plans is to relieve ti 
the employers of 1 f | or most of the normal seasonal unemployment. 
It would be erron: , however, that the plans were purposely designed 
to cover irregular ynly. The manager of the Cleveland Garment Manv- is 
facturers’ Associ 1924, said: “The primary purpose of the Cleveland 
plan is the elimit unemployment through the device of offering « 
incentive to sutler, “Guaranteed Employment in the Cleveland 
Garment Industry, Labor Legislation Review, June, 1924. Since the 12-week ; 
period is shorter t mal period of unemployment, a special incentive to r 


eliminate seasor llv does exist. 
® This plan was 1 in 1927 
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affect it as a subject of insurance, to indicate the implications of these 
atures and to suggest a limitation on insurance in seasonal industries 
«hich it is believed will increase its effectiveness. Several illustrations 
-an be taken from the experience of the unemployment insurance plan 
of the Chicago men’s clothing industry, a plan which has collected in- 
valuable information, has done much to establish unemployment insur- 
ance on a sound basis and is recognized as the outstanding American 
experiment. 


The first significant feature of seasonal unemployment is that it con- 
stitutes a major part of the total unemployment in numerous important 
‘ndustries. The exact proportion of unemployment due to seasonal fluc- 
‘yations in the various industries is not yet definitely determined ; but it 
s apparent from observation and from a few scattered statistics that 
the proportion is large. In the Boston building trades, for instance, it 
; estimated that workers lose 25 per cent of their total work year 
through seasonal fluctuations alone.”® In the women’s clothing industry 
sasonal losses are even greater. The cloth hat and cap industry™ is 
nother example of the industries in which unemployment is largely sea- 
sonal. 

The writer’s study of the employment records of several thousand 
men’s clothing workers in Chicago over a 7-year period indicates that 23 
per cent of the full-time work year—12 entire weeks—is lost through 
purely seasonal fluctuations.’* Since these workers normally lose only 
about 15 weeks’ work a year,** seasonal unemployment makes up three- 
fourths or more of the total. It is reasonable to believe that this pro- 
portion could be matched by numerous other industries employing 
hundreds of thousands of workers. It is because of the excessive amount 
of seasonal unemployment that the problems it raises threaten the suc-’ 
cessful operation of unemployment insurance and cannot be disregarded. 

A second feature of seasonal unemployment is that it is predictable 
with a high degree of accuracy, not only as to time but also as to 
severity, and by relatively simple statistical methods. Even without any 
statistical analysis at all, the dull periods in a seasonal industry are 


”President’s Conference on Unemployment, Seasonal Operations in the Construc- 
tion Industries, p. 31. 

"Stewart, op. cit., pp. 488, 439. 

“This includes about one week of holidays without pay. The figure is believed to 
understate rather than exaggerate the seasonal losses. 

“The average for the four years ending May, 1929, for a group averaging 7,700 
workers, studied by the unemployment insurance office, was 15.1 weeks. The precise 
figures can have but little significance, of course, because of the shortness of the 
period covered. The workers included were among the most regularly employed but 
the period was not one of prosperity in the Chicago market. The group was approxi- 
mately, although not exactly, the same as that studied by the writer. 


wall Ley 
well KNOWN 


expectedly 
conclusions 
prope r sub} 
sary to prot 
Seasonal u1 
ter of certal 
certain and 
complished | 
stress the an 
may be com] 
$10,000 fire 
Insurance gu 
year. Whate 
can be called 
Nor do reg 
sitate suffer 
tions 
stability of « 
devices are O} 
partly in the 
tures when en 
(more likely 
counts or by 
a little at oth 
denied that ws 
pears to the 
point must r 
of workers in 
variation cor} 
of the adequ 
tinct from thi 


paper. Presun 


rates than wou 


The real dis 


Surance syste! 


probable futur 


be nefits for Sé 


to mee t those 


he 18 poorly pre 


The assul 


employment of 


where it is conce l 


and cannot preva 


vs no spreading of risk."* “Insurance” agains; 


ly by courtesy. 


Robert J. Myers [ September 

from past experience and do not come yp. 

i random unemployment. From this fact, ty, 

first, that seasonal unemployment is not , 
and second, that group action is not neces. 
igainst seasonal unemployment. 

not subject to insurance because it is a mat. 


accomplishes no end which cannot be ac. 
acting as individuals. Without wishing t, 
insurance against seasonal unemployment 
by a group of store owners against q 
1in to have every January, or to crop 
farmer a wheat crop every month in the 
such financial maneuvers may have, they 


unemployment or under-employment neces- 
workers. It will be recognized that fluctua- 
disadvantage if the worker can achiev 

['o accomplish this end several practicable 
an save a portion of his peak earnings, 
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1. He can anticipate his future earnings 
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4 few simple calculations, based on the experience of the Chicago 

n. will indicate the seriousness of the problem faced. Assume an aver- 
oe annual unemployment of 15 weeks with only 13 weeks compensable” 
a assume contributions at the rather high rate of 414 per cent of 
the payroll. Then if total wages for a group of workers be represented 
hy X, contributions will amount to .0450X and the total amount avail- 
ple for benefits—after allowing 6 per cent to cover the cost of ad- 


x 
‘he regular rate, will amount to 18 X —, or 8514X. Thus, at the very 
37 
best, workers can receive benefits amounting to only 12 per cent of their 
rular wages. On a similar basis,”* contributions totaling 10 per cent 
f wages would allow a 27 per cent coverage, and contributions of 15 
r cent would allow a 42 per cent coverage. Contributions totaling 24 


r cent would be necessary to pay two-thirds the regular rate of 


wages. 


It is apparent from these figures that adequate insurance against all 
the unemployment in any highly seasonal trade will require much larger 
contributions than any system now provides or is likely to be able to 
provide in the near future. It is also evident that, lacking such large 
ontributions, the fund in a seasonal trade can avoid bankruptcy only 
by imposing very strict limitations on the size of benefits and the time 
for which they are payable. Every worker must then almost certainly 
lose more than the total compensable time’® and contributions and 
benefits (if both are based on wages) will be approximately equal. The 
system will amount to little more than a compulsory savings plan, with 
the important difference that instead of receiving interest on their sav- 
ings, the workers will pay an appreciable charge for administrative 
expenses, 

The inability of such a system to protect the workers against the 
zards of irregular unemployment is obvious. In the first place, those 
lividuals who lose an excessive amount of time in any year are de- 
barred from protection by the limits on maximum benefits.*® Second, 
nd more important, the constant drain on the fund will prevent the 
ulding up of reserves for periods of depression which affect the workers 
as a whole. In fact, where contributions are a function of payrolls, there 


} 


* Allowing a two weeks’ waiting period. 

“It is assumed that the same absolute amount, a smaller percentage, would be 

‘cient to cover the costs of administration with the larger contributions. 

"The contributions, of course, are included as part of the total wage. 

‘This is precisely what happens in the Chicago system. 

“Even where the employer practises equal division of work in slack seasons, a 
nd for a particular kind of product or a temporary change in methods may 

use some workers to lose more time than their fellows. 


istration—will be .0423X. Wages for the compensable time lost, at 
| 
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will be an fund available for benefits in periods of dj. M- 
pression tha is of prosperity.” pal 

Finally, it ntioned that where the insurance system lead; 
such a hand xistence as is necessary if it covers season i. 

wid 
unemploym« ! ie no real incentive to the employer to reduce | 

unemploym: unces of building up an adequate reserve and 
discontinuing ons are too remote to be significant. This facto? 
however, is 1 ht to be of great importance, since the employer * 
already has t neentive of great increases in profits through ' 
savings in in £ 

Since thi of workers against seasonal unemployment js 
probably uni und since such insurance seems very unlikely to 
protect the w nst any of the real risks of unemployment, it js HM of 
suggested th erested parties in insured seasonal industries if 
seriously con limination of seasonal unemployment as con- 
pensable tim 1 policy would make possible a really adequate Nn 
coverage of ployment™ and probably would not involve cu 
great difficul t industries, to be sure, it would be necessary i 
to depend on nd experiments for a few years while the extent ia 
of seasonal u1 t was be ing determined. vr 

If it were d benefits but once a year, as under the Cleve- be 
land plan, a s 1 effective method would be merely to extend the 
waiting period. '] n industry with seasonal unemployment amouni- 
ing to 12 weeks | with an additional week allowed as a waiting s 

yeriod, would benefits at all to a worker who lost only 13 weeks Hi « 
I 

but would pay benefit for a loss of 14 weeks, two for a loss of im" 
15, 7 for a ind so forth.”? More frequent payments would 

2? Although t ve has been applied to insurance systems existing 
within one ind ht that the principles apply equally well to system: 
covering many i Where benefits are strictly limited, employees in seasonal 
industries can n against unpredictable unemployment. Where bene 
fits are unlimit e very broad, the workers in seasonal industries are : 
subsidized by out rs. Eventually the seasonal workers can be expected d 
to lose the adva1 ibsidy through a drop in wage rates. The gain will then (" 
accrue to the c nal products through reduced prices. From the 
beginning, the f workers in non-seasonal industries will be reduced. 

The eliminat nemployment from the compensable time could be 
expected to fac n obstruct the rise of insurance systems including Xu 
many industries. 7] the different seasonalities in industries constitute an re 
important part of employment differences. 

21 As an illust ibutions of 41% per cent, under the conditions named | 
earlier in this sect low the payment of benefits during 214 weeks a year at . 
% the regular w vaiting period of a week a year were allowed, such 4 
system would ca! nemployment averaging somewhere around 1 day Z 
out of 16, 

=The guarant t plan, with allowances for seasonal unemploymen', le 
does not seem to t ntirely satisfactory as a protection against irregular Q 


unemployment. T! sm is that such plans do not accumulate reserves and 
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probably be desirable and would involve a slightly more complex or- 
ganization. If it were desired to pay benefits four times a year, for 
ystance, it would be necessary to compute the seasonal loss for each 
quarter and to allow benefits only for unemployment in excess of that 
_ Whatever the number of payments made, the seasonal unemploy- 
ment sell be analyzed for each establishment operating under a given 
~ and for each group of workers, where the seasonal variations 
for all groups were not the same. Changing seasonal fluctuations should 
be allowed for by slight alterations in the basis for computing benefits. 


IV 


Several objections to the suggested limitation of benefits are worthy 
of careful consideration. The five which are thought to be most sig- 
nificant are presented and discussed briefly in the following paragraphs. 

(1) In the first place, it may be objected that although the seasonal 
unemployment in a given establishment may be measured with great ac- 
curacy, the unemployment of a given worker may be a matter of con- 
siderable uncertainty. It is obvious that, where the custom is to make 
part of the workers bear the burden of the seasonal depressions, those 
sorkers will suffer much more than the average seasonal loss, and the 
benefits they receive will keep the fund constantly exhausted. 

In most industries this will probably not be a serious obstacle, for 
it is not necessary that all workers in a given establishment have the same 
seasonal unemployment if they can be dealt with in groups with similar 
seasonal movements. In some industries, such as the Chicago men’s cloth- 
ing industry, a high degree of uniformity in employment fluctuations 
is already brought about by union agreements calling for equal division 
of work in slack seasons. In others the same end is accomplished simply 
through a policy of the management. Moreover, an insurance fund of 
the type suggested can provide a strong incentive for equal division of 
vork, since the management will be anxious to build up a reserve and 
discontinue contributions. This has been an important factor in the 
Cleveland system. Equal division of work itself provides a type of in- 
surance, and from the workers’ point of view is usually advantageous. 

In those industries where approximately equal division of work, even 
within groups of workers, is impracticable or undesirable, the distinc- 
tion between seasonal and non-seasonal unemployment disappears, for 
present purposes, and insurance for all unemployment will be necessary. 
Such industries are believed to be few; but, whatever their number, it is 


are not prepared to deal with heavy cyclical unemployment. In addition, they are 
ss likely than independently administered funds to produce statistical records for the 
po re of the industry, and they are probably less permanent. 


¢ 
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apparent that xperience great difficulty in adequately insur. pal 
ing workers a ployment. , 
(2) Anot which may be made is that a system which | 
covers only ¢ 1 random fluctuations in employment is but a 
half-way mea would insure the workers against every type of 
of fluctuation be! 
Whatever d in favor of such an extensive program, cer. | 


tainly the mo s for insurance against unpredictable yp- e4 
employment ; lustry is able to stabilize incomes completely, n¢ 
the emphasis | on the removal of the greater risk. Wher ge: 
the time com ting even seasonal fluctuations in income, q 
savings syst bly be preferable to an insurance system for 
accomplishing 51 

Although 1 ntial part of his proposition, the writer 
would go fur t the contention that seasonal fluctuations 3 
in income do 1 up action at all. It has already been con- 
tended that su s do not necessarily imply like variations 
in consumpti loubtful if the convenience of a perfectly 
regular incom y the expense necessary to provide it. It . 
hard to think nt for eliminating monthly variations in J 
income which ipply to wee ly, daily and hourly fluctua- Al 
tions. Obvious! ; of equalizing must stop somewhere, and th 
logical place s t at which the fluctuations become predict- 
ible 

(3) Again, d that the proposed plan would provid 
no stimulus t« r to reduce seasonal fluctuations in employ- 
ment 

This claim loubtful significance. The lack of incentix 
to reduce fluct 1 system covering seasonal unemployment 
has already b out, and the proposed plan would at least 
provide some s n out cyclical and random fluctuations. 

With contr ir present size, however, their saving ca! 
be but a small ving in indirect costs which a smoothing 
of the produc 1 allow.?* If Chicago men’s clothing manv- 
facturers could re contribution (3 per cent) by elimina! 
ing seasonal fl ne, the gain in profits would be but 2 
per cent. Thi lirect costs resulting from such a triump! 
cannot be measu .tely but would certainly allow profits to ! 
much more th Referring to the period when contribution 
were smaller, o bor manager has testified: “The fact th: 
the compan} ontribute 1% per cent of the t 

* Some reduct mployment, it is true, might be made without 4 
corresponding red fluctuations of production. 
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payroll into an unemployment fund was a factor of very little conse- 
sence in determining the manufacturing and selling policy.” 

“(4 ) It may also be claimed that the plan would be difficult and costly 
+) administer. This claim is based on the ground that the measurement 
of seasonal fluctuations would be laborious and that the calculation of 
benefits would be more complex than in most present systems. 

Une mployment insurance, like insurance in other fields, can be ex- 

ected to require a more complex organization as it is established on an 
‘nereasingly sound and effective basis. It is quite probable that the sug- 
gested change would involve added administrative tasks and conse- 

ntly an increase in costs, but the increase should be slight. Seasonal 
en ordinarily change but little from year to year, and in many 
stablishments can be regarded as permanent. The procedure for cal- 
lating benefits, once standardized, would be scarcely more difficult than 
systems now employed. The labor involved in issuing checks, moreover, 
could be reduced, since checks would tend to be larger in amount and 
fewer in number.” 

(5) Finally, the workers in some systems now including seasonal un- 
mployment might object that the removal of that basis for benefits 
would enable the employers to build up reserves and stop contributions 
and would thus amount to a reduction in wages. Except on the doubtful 
issumption, however, that present contributions would more than ade- 

itely cover irregular unemployment, the only way the employer could 
reduce his payments would be to reduce his cyclical and random unem- 

vment. If he did this and in addition established an adequate reserve, 

workers should be quite willing to have him stop his payments and 
hould consider the great gains in earnings rather than the small losses 
n benefits. 


In spite of the important influence which business depressions have 
il on the rise of unemployment insurance in the United States, it is 

bable that a majority of the systems which have developed have 
purposely or unintentionally paid benefits for seasonal unemployment 
alone. In none of the really seasonal industries have benefits been ade- 
uate to compensate the workers for time lost in slack seasons, and 
relatively few workers have been given assistance during business de- 
essions and in other times of special need. 
The present paper has been written to urge that seasonal unemploy- 
*Letter of Earl Dean Howard, labor manager for Hart, Schaffner and Marx, to 
te Committee on Education and Labor (70th Congress, 2nd Session), Hear- 


ngs. 


e Ser 
) 


*In the Chicago system at present almost every worker in the industry must re- 
€ a check each time benefits are paid. 
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ment is not a for insurance and should not be covered 
by benefits. I ; believed to be most harmful in those jndys. 
tries which c unemployment, for in such industries ¢; 
payment of | predictable unemployment implies inadequat, 
protection aga ent which the workers cannot foresee. It js 
believed that of seasonal unemployment as a basis for 
compensation wi possible really adequate insurance agains} 
unpredictable izards. 

It is probal nce limited to non-seasonal losses could }y 
established in lusti without great difficulty. In some, but 
probably few, i a system would be impracticable because 
of a necessary ty in the workers’ unemployment fluctua- 
tions. Limited sht be slightly more costly to administer 
than insuran isonal unemployment; but the increased 
cost would be a by the increased effectiveness of th 


plan. 
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AN AGRICULTURAL THEORY OF BUSINESS CYCLES’ 


\n index of agricultural purchasing power may be used to study the effect of 
-riculture on business cycles. Reasons for the importance of this index. The physical 


volume of production is in large part determined by agricultural production. Explana- 


the correlation between volume of industrial production and the wholesale price 

| The rdle of speculation and bank credit. The rate of interest a function of gold 
ment and the demand for funds. The demand for funds may be measured roughly 
cricultural purchasing power, because the latter reflects the volume of both in- 

| and agricultural production. Stock of gold is negatively correlated with agri- 
tural purchasing power. This may be explained by a synthesis of other correla- 
ns which requires the volume of industrial production to be negatively correlated 
with net exports of merchandise. This logical requirement is verified by direct com- 
»srison of net exports and industrial production. Conclusion: business cycles are 
nitiated by the vicissitudes of agriculture; but the translation of agricultural irregu- 
larities to business is governed by non-agricultural factors of an institutional nature. 


The development of a really scientific theory of business cycles has 
been enhanced greatly in recent years by the application of statistical 
method to the study of the problem. With the use of physical volume 
ndexes much progress has been made toward a more comprehensive 
knowledge than was possible when nearly all the available data were 
{a financial nature. A characteristic feature of recent development has 
been the decreasing emphasis placed upon financial factors in the busi- 
ness cycle and an increasing tendency to emphasize the more purely 
physical elements, such as the volume of goods on hand, and their rate 
' fow from producer to consumer. Unfortunately, however, the em- 
phasis of most statistical studies has been placed on commerce and in- 
lustry; and relatively little attention has been given to agriculture, 
xcept by writers who are primarily agricultural economists. It is this 
writer’s belief that increasing attention should be given to the effect 
f agriculture on general business conditions, and that a realistic theory 
' business cycles must wait upon the discovery of some method of 

asuring accurately the sympathetic response of general business to 
he vicissitudes of general agriculture. As a tentative or experimental 
nstrument for measuring this response, the writer has developed an 
index of agricultural purchasing power, and has undertaken to apply it 
to a study of monthly business fluctuation in this country since the 
war, 

This index of agricultural purchasing power is constructed from 
three other component indexes published by the federal government. The 
frst component is an index of the physical volume of agricultural market- 


‘This analysis of business fluctuations was made by the writer in collaboration with 
he Bureau of Economie and Business Research of the University of Florida. Pro- 
t Henry Schultz of the University of Chicago has read the paper in manuscript 

fered helpful suggestions. The writer also wishes to acknowledge important 
‘e supplied by Professor H. I.. Reed of Cornell University and by Dr. Carl 
Snyder of the Federal Reserve Bank of New York. Mr. E. M. McCracken, research 

istant, prepared the data and the charts. 
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which nd animal products.’ The second 
ponent is an it the farm for agricultural products: 
x of the wholesale price of non-ag;j. 
cultural prod hese components when multiplied by 
the second, total amount of money received hy 
farmers in tl | this product, when divided by th 
third compon nt a measure of the amount of goods 
that mav be 1 s with the proceeds of their crops, It 
Se ricultural purchasing power. 

The failu ippreciate the full importance of this 
‘ndex is largel hat they recognize only one of two ways 
in which agri x power exerts its influence on business 
conditions. and hich is of minor importance. This minor 
effect of agri is one resulting from the fact that 
the market for retail goods, and thy 
whole domesti ltural implements and supplies. Th: 
eneration of 1 been noted in the literature of busi- 
none eveles Di has been illustrated by correlations 
sited by the wi paper.” For example, there is the high 
correlation of hasing power with mail order sales, and 
with is 

There is a fi nt way in which agriculture influence 
ae nvenient to designate the primary i 
fluence of agri nary effect has been explained by th 
writer:” but it 1 re clearly by Mr. L. H. Bean of th 
Department of A irgument for this primary effect rests, 
in the main, uy 1 fact that the bulk of agricultural 
products are nol 1y length of time, once they have been put 
on the market. | , agricultural products must be proc- 
eased n or ifter they have been sent to market. 
In the words of |] kiel :° 

Once a given or fruit has been produced or a given 
shipment of live t to the market, the producer has little 
option as to whet ld, The product is there and it must be sold. 

Even in tl ls . . . the case seems much the same 
Pr ] ess 
‘Ibid 
the United States, 1919-1925,”American 
I June, 1927) 

233 

[bid., p. 238-24 

®Cf. au 

* Mord Ezek ; and the Laws of Price,” Quarterly Journa 
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sts are made, not by holding goods for higher prices, but by continuous 
ion and sale. Once goods are made, they are sold, even if “at a loss.” 


\s a consequence of this fact, big changes in the volume of agricultural 
sduction react with immediate and compelling force upon the volume 
tout of that part of manufacturing industry which draws its raw 
‘ial from agriculture. On this class of industries, a large agricul- 
| output acts as a powerful stimulus. As Mr. L. H. Bean has put 


In the marketing of the farmer’s product there are engaged a number of 


at 


nterprises which ... do not depend directly upon the farmer’s buying power 


int rather on the volume of his production. Among these are country eleva- 


and warehouses, the railroads, the commission men, the speculative ex- 
ces, the flour mills, the packing houses, the cotton mills, the wholesalers 
| retailers and the exporters. ... It is generally characteristic of these 
rmediaries between the farmer and consumer that it is to their interests 
narily to handle as large a volume of traffic as possible. 


This reasoning largely explains the correlation of agricultural pro- 
tion and manufacturing activity.” It does not sufficiently account 
the influence of agricultural purchasing power, which is considerably 
rent from agricultural production, although there is a good positive 

relation between the two indexes.’* This positive correlation between 
icultural production and purchasing power shows that the demand 

r farm products as a whole is, in a statistical sense, elastic, notwith- 
nding the fact that the demand for many individual agricultural com- 

ies has been found to be statistically inelastic. The paradox is ex- 
| by the positive correlation of agricultural production and manu- 
iring activity, which indicates that when there is an increase in 
| agricultural output, the demand for that output (as measured 
inufacturing production) shifts to the right, producing an ap- 
, or statistical elasticity, albeit the demand is probably inelastic 
schedule sense. 


\ moment’s reflection will show that the index of agricultural purchas- 
ng power will tend to be high, not merely when agricultural production 
‘gh, but when, in addition, industrial production is above normal, or 


at least not below normal. This is true because agricultural purchasing 


r is, in part, a function of the purchasing power of a unit of agri- 
ural goods, and this unit purchasing power will be high only when 


“Address by L. H. Bean delivered before the third biennial conference of the 
thode Island Agricultural Conference, Dec., 1927. Quoted in J. L. Snider, Business 
tistics, p. 108. 
“In his investigation of monthly fluctuation between 1919 and 1925 the writer 
ered a correlation of r= + .42 between agricultural production and manufactur- 


ng production with the latter lagging ten months. 
‘In the period 1919-1925 the writer found this correlation to be r= + .64, simul- 
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there is a larg ifactured goods coming on the market 
relative to th i iltural goods. On the other hand, the 
agricultural | ver index is also, in part, a function of th. 
volume of ag on itself. Thus the value of agricultury) 
purchasing px ter of business conditions is just this. 
that it is a roug idjustment’* of manufacturing activity 
to agricultura as a measure of the intensity of both, — 

The compl retical relationship of agricultural pur- 
chasing power r no doubt prevent its being commonly 
understood.* 

Another rea of general appreciation of the réle of 
agricultural purs in the drama of business fluctuation js 
the fact that 1 risons of agricultural and manufactyr- 
ing activity do orrelation coefficients. The co-variatioy 
is often quite 1 en viewed graphically, but mathematical 
measurement of loes not often yield a coefficient of mor 
than 0.50. Ind y of a very close correlation bety 
simple indexes « nd manufacturing activity is destroyed 
by the extremel vior of most agricultural index numbers, 
even when corr: | and seasonal variation by commonly ac 
cepted methods methods of removing seasonal variation, 
for the most pa seasonal variation to be constant from 
year to year, V ial effect of the seasons on agricultur 
is quite different » the next. Hence the ordinary seasonal 
adjustments ren t of the real seasonal variation in agri 
cultural index n 

It is possibl rate the influence of agriculture on business 

% The word ad to signify the profitable adaptation of spe 
industries to the s ray terials, It is used merely in the sense of corr 
lated total output, fferent. 

“The writer | ising the index of agricultural purchas 
power, on the grou ted from three other variables and that wher 
it oscillates one dos f the three components is causing most of 
variation (R. J. W Economics of Business Fluctuation,” Am: 
can Economic Ret 189-497, Sept., 1928). Without such knowleds 
it has been charged n intelligent interpretation of the behavior 
of the composite iz f the foregoing explanation of the value of th 
agricultural purcl criticism is pointless. In all fields of science 
it is permissible t I multiplication or division when one 
interested in the net re hematical operation. When a physicist multi- 
plies a variable am} resistance in order to ascertain the voltages 
from the products, t him for doing this on the ground that the 
products have no I bers just how much of each change in th 
voltage was produc mperage and how much by variation in th 
resistance. The prod ‘combination of variables is a mathematica! 
abstraction having of its own; and in like manner the agr- 
cultural purchasing thematical abstraction having an econo! 
Significance of its o it should be obvious. 


‘| 


4z61 9261 

Qn) 

TIADINOY | | | | | 


the 
his : 
=< = 
pur = ws —— 
on! | >} = 
in 18 > 
4 
| 
= 
| 
wher 
th 
=== 
— 


— > 1923. In that year indus. 


D. Anderson 


[September 


ing an adjustment in addition to 4} 
s, that is to Say, by taking a twel 

percentage deviations from tren 

to adjust the data for their variah), 

ion of the moving average of agr; 

physical volume of industrial pro. 


ind mining. It will be noted there 


any corresponding increase in agr- 
boom could not be sustained in } 
in very shortly. 

ween agriculture and the a 
r some of the other factors w] 


tablished relationship between th 


1 the wholesale price level’’ is show 
is consistently good throughout t 
This relationship has become a w 


nce, largely due to the great b 
portant question of which of the 
ffect. On this question there js 1 
granted at once that each is b 
isons it becomes necessary to se! 
tive. Since prices are positi 
, the supply of money must al 
lume of production; and the fluct 
' sufficient amplitude to more th 
and, thereby, force the equati 
; in the price had By supply | 
I ity of money in existence (c 


‘culation, or rate of turnover. 


nce to the effect that the veloc 
lume of trade, and that the for 
tter. A comparison of Dr. { 


posits outside New York ( 


supports tl 11S 


d of average of aggregates with trer 
res fit to per od 1919-1927. I 

r trend and seasonal variation 
x. Source, Standard Statistica 

Che curve shown on the ¢! 

units of standard deviation. 

rve Bank of New York 

1d general business are used synony- 
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except in the las 


disturbed by tne 


tion on the New \ 


creases the veloc 
amount of gene 
bank deposits Wit 
United States. Ri 
have shown an ul 
and the volume « 
least, the amplit 
about the same 
of speculative ma 
A correlation 
in the velocity of 
to balance the « 
follows from this t 
sary to permit cy 
fact that the volu 
volume of bank c1 
ble chiefly by col 
deduction is affirn 
a close correlatio1 
bank credit, rep 
member banks.** 
The question n 
in the volume of 
within the banking 
the volume of 
underlying the ec 
volume of produc 
tion between bank 
If bank credit g 
on speculation. T! 
mon belief, a cyc!l 
volume of trade. 


do not stimulate 


crease in bank loar 


I die ind We 
Economy, volume 38, 

2 Source, Standar 
of aggregates metho 
deviations from a line 
of trend line, Y — 18 
viation. 
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e years, when the velocity curve has been 
ad participation of the hinterland in specula- 
ck exchange. Excessive stock speculation jp- 

x out of all proportion to any increase in the 
Che sympathetic behavior of velocity of 
the volume of trade is not confined to the 
gations by Professor Edie and Mr. Weaver 
correlation between the turnover of money 
| England.*® Moreover, in the United States at 
fluctuation in the velocity of bank deposits js 
the volume of trade, if we except the years 
stock exchange. 
tuations of approximately equal amplitude 

s and the volume of trade inevitably tends 

xchange without price fluctuation, and it 

es in the quantity of bank deposits are neces- 
inges in the price level. But it is a well known 
ink deposits is itself largely a function of the 


} 


, fluctuation in the price level is made possi- 
ution in the volume of bank credit. This 
ics, for an examination of Chart III shows 

wholesale price level and the volume of 
total loans and investments of reporting 


) what is the inspiration of the fluctuation 

Does the inspiration come chiefly from 

, or does it come largely from changes in 

In other words, the question of causation 

ween the wholesale price level and the 

tself into a question of the causal rela- 
1 the volume of trade. 

ness, it must do so by way of its effect 

s commonly conceded; but contrary to com- 


speculation does not increase the whole 
atb unk loans encourage speculation they 
processes of general business. A cyclical in- 

s precisely because it encourages and 

Bank Deposits in England,” Journal of Politica! 
Aug., 1930). 

Adjusted for seasonal variation by average 
rection, The curve shown in chart represents 
; fit to the period 1922-1928 inclusive. Equation 

9 (x). Expressed in units of standard de- 
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permits the sj ding of goods at certain stages of the jp. 
dustrial prox rding of goods at one stage of the Process 
depletes the n roods at other stages™ but does not increas. 
the whole flow xtractive industries to ultimate consumers, 
The rise of p1 from speculation takes place in parts of th. 


industrial org here is a depletion of goods. 


This princi] ted by Chart IV which shows a negatiy; 


correlation be inufactured goods in the hands of manv- 
facturers”® and le price level. When speculation depletes the 
normal invent facturers, there naturally occurs a rise jp 


factory prices; flected in the wholesale price level more o; 


less instantanec 
High prices peculation may incite traders to still more 
hoardi 1 even contribute to an increase in th 


manufacture « 3; but this does not mean that speculation 
increases gen effect of speculation is similar to th 
effect produced g a rock in a stream of water. The particles 
of water are ird in the stream, and the fall of the rock 
imparts to th r wave-like activity, but does not increas 
ul flov owns 

One might ev the opportunity for cyclical change in 
hank credit m nt upon the existence of maladjust- 
ments in the p ss which in turn have been created by 


waves of specu sed upon changes in the volume of trade. 
If the fluctuatic of trade were spread evenly over th: 
whole economic « t is extremely probable that accompany 
ing changes in bank deposits would provide a perfect); 
flexible supply o finance the trade cycle without change in 
the price level. J his result, the trade cycle would have to 
spread itself ev lustrial process, but it would not hav 


to arrive simults stage thereof. Temporary maladjust 


ments as to tim! rgely be taken care of by the vast amoun' 

of commercial c1 in the form of open book accounts, a1 

item which is of | in discussing the business cycle. 
There are s hy more credence was given to credit 


previous paper of the good negative correla 


tion | ; 1 stocks of manufactured goods on the hands 
of mar » correlation persisted in years follow- 
ing 1925 

* Department « aring in Survey of Current Business. Ad- 
justed for seasonal f aggregates method with trend correction 


Curve represents de st squares fit to period, 1919-1929. Equation 
of trend line, Y — 1 <). Expressed in units of standard deviation. 
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theories of bu 
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money strain w 
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production in ba 
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market rate of 
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the market rat 
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movement does 
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definite integral, 


correlates very 
son measured 


a coefficient of 
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L. Reed, ‘ 


volume 37, p- 100 
Ibid 


Strictly speal 


value of a variab] 
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Unde 


tors govern this interest rate. Other things be 


jation in earlier days than now. One reason 
Professor Reed in the following language:* 


ictions of this sort without accompanying 
r the extremely inelastic credit machinery 
reaction coinciding with credit pressure 
n other types of business slumps. It was they 
ost explanations of crises and depression, 
should give large emphasis to credit and bank. 


rade 


vith which some economists cling to a mone. 
fforded by the fact that some forecasters re 

of depression in the latter part of 1923, 

ly absent. To quote Professor Reed again:* 


1923 and 1924 represent merely a temporary 
trade advance destined eventually to reach 
yet the Board’s seasonally adjusted index of 
ll from 127 (1919 equals 100) in May, 1923, 


which figure it was to remain during July and 


the cause and effect of credit strain, the 
1y be taken as the best single index of credit 
estate the question of the cause of credit 
ire eased or tightened by the flow of gold 
cause there is not much domestic produe- 
s not a great deal of correlation betweer 
und net imports of gold. This lack of cor 
hat the movement of gold from month t 
1 a sharp but short-lived fluctuation in this 
h effect on the stock of monetary gold al 


other hand, the cumulative effect of th: 
ock of gold is necessarily great; and th 
tion, of the index of net imports of gold 
market rate of interest. Mr. E. H. Ander- 

for the period, 1919-1927, and obtained 
93, with the market rate of interest lagging 
rrelation is shown on Chart V, wherein the 


Policy, 1923-1924.” Journal of Political Economy 


tain an integral when we get the accumulatec 
ion at finite intervals of time; but by analog) 
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of gold*’ have been reversed in orde 
) be positive, and thus bring out the jx 


method as applied to the correlatio, 
interest may be demonstrated by th 
pose we turn to the table in the Feder, 
of Gold,” and fit a straight line of lea 
ten or twelve years.” This gives a good 

to eliminate the effect of long-run tend. 

y for the period in question, althoug) 

- period. Now let us take deviations of th 
id correlate them with the market rate of 
I. If we follow this procedure, we shall 
method; yet, the correlation is almost 


mathematical degree as we obtain by 
crated from the mean with the interes! 
lve accumulation—consciously and de 
ilt can be verified by a comparison of 
there is little difference. An explanation 
und in a note on statistical method.” 
the integral of net imports of gold has 
h the market rate of interest when the 
it is logical to regard the stock of gold 
uuse, or one of the immediate controls, of 
is not difficult to find an explanation of 
erest tends to be high shortly after th 
use there is a small base for the credit 
qual, money will be tight.*? However, this 
by itself, because the question arises, d 
yual, and if not, what is their effect 
mventional supply and demand analysis, 


Study of Factors Governing the Market Rate 
n Record, University of Florida, volume §, 


r using the integral or cumulative in correlation 
riticism has been made in note on statistical 


millions) + 12.43 (x). Expressed in units of 


rates on 4-6 months choice, double-name com- 
tical Bulletin. No trend or seasonal correction 
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to represent the potential supply of money. 
nt in some way for changes in the demani 
of this paper that the index of agricy. 
asure of the intensity of both manufactyy. 

y, two forms of production which crea: 
money, excepting that which is used } 
Hence the agricultural purchasing power 
ndex of the demand for money. No doub} 
furnish a better measure of the short-tiy 
ct remains that agricultural purchasing 
asure thereof, and it ought to be corre. 

ice of money, that is to say, with the rat 


purchasing power index exhibits an er. 
month (even when an attempt has be 
fluctuation), and one would not expect its 
rate of interest. The chief determinan' 
te of interest is probably the strateg 


ism with respect to reserves, and smal! 
nd for funds do not materially affect { 


However, the cumulative effect of changes ir 
n the reserve position will be great, w 


change in the stock of gold. One should 
index of the demand for funds to shoy 

of interest. In other words, the integral 

ver should be correlated with the rate of 

| represents the accumulated effect 

k funds in both manufacturing and agr- 


of this deduction is afforded by an ir- 
re may be observed a very good positi 
nterest and the integral of agricultur 
ite the validity of the application o! 
ltural purchasing power as irrefragably 
rts of gold. When we accumulate agri 
lo not obtain something as tangible anc 
ther gold imports and obtain the stoci 
rs’ purchasing power is not indestruct 
evanescent, and being spent almost par 
iny real sense accumulate, excepting 


vested. It is necessarv to think of th 


measure of the accumulated effect © 
ht line of least squares fit to period 1919-1927 
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positive and yperating on business conditions by yirty 
of variable a litions. At all events, it is improbable th 
the correlatio: n Chart VII can be altogether the result of the 
allegedly dia of the cumulative method. 

Since the 1 positively correlated with the integra] ,f 
agricultural } ver, and negatively correlated with the sto¢ 
of gold, the « ¢ very high in each case, it follows inevita}js 
that stock « vely correlated with the integral of agr’ 
cultural pun [his negative correlation is a little difficy} 
to understat , and serves to illustrate the confusion th): 
may result f1 cing unaided by experimental data. Merc; 
as a matter o ght reasonably conclude that agricultur| 
purchasing | positively correlated with stock of gold 
One might rea imulatively large agricultural purchasing 
power would rge volume of agricultural exports and tha: 
this would m » the country and cause the gold stoc 
to be high. H soning overlooks the fact that with th 
ception of one nt crops the biggest market for the produce 
of American | ce. The negative correlation between agr- 
cultural pure 1 stock of gold has been explained 
Mr. E. H. At ollowing language :™* 

more th f the raw material used in the manufactured p: 
ucts of this « from the farm. . . . From this it may 
argued that a rease in agricultural purchasing power mus 
stimulate prod le, because it places a large volume of | 
valued product f manufacturers and traders which they wi! 
immediately s market for a profit lest they suffer inven 
losses by a re s initial activity stimulates trade all alo 
the line, more es than in others. Then follows a ‘ 
eal” rise in p1 * tension in the distributive process with cor 
responding de [he rise in prices probably discourags 
ports, and ou rages imports, with the result that our 
stock of gold i 

According t \ rson’s explanation there should be a negi- 
tive correlatior olume of production in this country andn 
exports of me1 o say, there should be a tendency for 
balance of ti ry to be less “favorable” when the volume 
of business 1 s low. That this tendency deduced b 
Mr. Anderson’ fact is shown by an inspection of Chai 
VIII. In this cl own which represent the physical volum 
of production merchandise.” It can be seen that t 

H. And 

* Source, Sta Adjusted for seasonal variation by | 
of average of a rrection. No trend adjustment. Curve s! 
deviations from t pressed in units of standard deviation. 
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is a pronounced for the two curves to be negatively related, 
Thus the cun effect of agricultural fluctuation ramifies as fay 
afield as intern trade, gold movements and the money market, 
Since this is tru does not seem to be much that can be done to 
eliminate busin on, although to be sure a great deal cap 
be done to mitig financial and speculative repercussions and to 
ameliorate its ev [t is conceivable that business men could control 
manufacturing a cial activity if they were not dependent op 
agriculture for | y materials. But they are entirely powerless to 
regulate the outp ilture. According to Mr. L. H. Bean, “Com- 
plete control of ag ral production is not possible, for the year’s 
output depends « nsations of nature.... For ten crops over a 
period of 50 years yearly changes in yield, which are largely deter- 
mined by climati . have been at least six times as great as 
the yearly chang oo 
The fluctuatio1 iltural production furnish the original and 
irregular stimuli p the general volume of business in a state 
of disequilibrium. 1] se way in which the original stimuli of agri- 
culture are transla her parts of industry is determined by non- 
agricultural causes fly of an institutional nature, such as the bank- 
ing mechanism and ipitalistie organization of production. These 
arrangements an highly irregular fluctuations of agriculture 
even while they 1 them into the smooth, wavelike oscillations 
which have been t s cycles.” 
Montcomery D. 
University of I 


STATISTICAL METHOD 


In order to avoid t f the partial correlation technic, the graphic method 
of comparison has | xc] ely in this study of business cycles. In cause 
and effect analysis ygically partial out a factor unless one can be sure 
it is not appreciably ( either of the two factors between which the net 
correlation is sought. 7 the factor partialled out, say Xs, may contribute 
to the behavior of « the other two factors, X: and Xe; but neither of 
the latter must cont havior of Xs if the partial correlation coefficient, 
T,;, is to be reliable relation subtracts the total relation of X, and X, 
including that result ympelling influence of both; hence if Xe exercises 
a measure of control et btract it is to subtract an element of variation 
that may also contr d reduce the apparent net control of X: by % 
(or of X2 by X:) bi ( ount.” 

For example, let X rn crop, X, July temperature, X, August tempera- 
ture; and suppose r 50, res — 0.80. Then rixs — 0.20, which is less than 
Nz, and would seem t t the correlation between X: and Xz is smaller after 
the joint effect of X eliminated. In this case, however, fiss is meaningless 


* Quoted in J. L. S Statistics, pp. 122-124. 


"Cf. B. S. Burk, “ inadequacy of the Partial and Multiple Correlation 
Technic,” Journal of | Psychology, Nov., 1926. 
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vuse in the relation between Xs and Xs Xz is bound to be cause and Xs effect. 
it would be absurd to say July temperature is controlled or caused by the tempera- 
wre in the following August.) It is true that Xs exercises some control upon Xa, but 
» does not upon Xz, and there is no relation between X: and Xe which is due to the 
i tual effect of Xs on both. The true net correlation between X: and Xs after the 
mutual effect of Xs is eliminated is still 0.50, notwithstanding the fact that ries is 

y 0.20. 

“ ikewise, if part of the time Xz tended to control Xs and a part of the time 
X, tended to govern Xz (as in the case of many economic variables) the partial 
relation coefficient r,,., would not be altogether valid for reasons just explained. 
Phe partial correlation coefficient is altogether valid as a measure of controlling rela- 
ship only when it can be assumed that any relation between Xz and Xs (or 
between Xi and Xs) is entirely due to the controlling effect of Xs on Xs (or of 
x on X:1); that is to say, when it can be assumed that Xs is wholly cause and Xa 
holly effect. This circumstance of entirely unilateral causation is comparatively rare 
1 economic phenomena. In economics one has commonly to deal with cases of mutual 
yse and effect, although to be sure, for practical reasons one may be justified in 
¢ that in the main one variable controls another. 

Because of its limitations just described, the application of partial correlation 

‘onomie analysis is rather difficult, especially when dealing with such composite 
ndex numbers as are used to study business cycles. This does not mean that partial 
rrelation is of no value, but that it is fraught with difficulties which are often 
werlooked. 

In an earlier paper the writer undertook to deduce cause and effect relationships 
n the basis of the time sequence of related economic variables. This procedure has 
met with censure of a sort which seems to imply that the writer was laboring under 
the delusion of what might be termed the “patent medicine fallacy.” (This fallacy 

ites that men are cured by quack nostrums because they have become well after 
king the nostrum.) In other words, the allegation was made that the writer’s whole 

ilysis falls to the ground because of the fallacy inherent in the logic of post hoc, 
rgo propter hoc. On the contrary, the writer was very well aware of the fact that 
re precedence is a fallible criterion of causation. He was also aware of the fact 

t the concept of causation itself rests on a fallible basis, and has a limited 
theoretical utility. On the other hand, for practical purposes one has to speak of 

sation, or the equivalent; and, if precedence is not an infallible earmark of causa- 

, it is a probable characteristic thereof deserving careful consideration. That the 
vriter did not apply the criterion of precedence blindly is evidenced by the fact 

t in more than one instance he said a statistical index might have a different 
me relation to another index if it were specifically constructed for comparison with 

t index. 

While not prepared to abandon the time sequence method of studying business 
yeles, the writer is willing to concede its difficulties, and for that reason he has 
followed a different line of attack in the present paper. Here the method has been 
to determine cause and effect relationships by the simultaneous comparison of related 


variables. 


Some economists have held that the integration of time series should be used with 
he greatest caution in an economic analysis and that coefficients of correlation be- 
‘ween series of which one or more have been obtained by accumulation do not have 
‘ie same significance as coefficients computed from uncumulated series. In reply to 
us contention the writer wishes to quote the following significant utterance of Pro- 


r Oskar Anderson appearing in a recent contribution to the Journal of the Royal 
tical Society 


In the decomposition of [time] series into components neither the definition of 
‘se function nor the finding of the numerical meanings of the effects caused by the 


“Oskar Anderson, “On the Logic of the Decomposition of Statistical Series into 
Separate e Components,” Jowernal of the Royal Statistical Society, vol. 90, p. 548, et seq. 
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shat the economic universe is the product chiefly of the scientific imagi- 
nation. It is said that economic theory rests on assumptions contrary to 
fact, such as the “economic man” and perfect competition in free mar- 
kets; whereas motives are not always economic, and competition is 
\imited in many ways. Inasmuch as the premises of economic theory ap- 
pear invalid, its entire superstructure is called in question. 

~ One of the first conclusions arising from a mathematical consideration 
of economic theory is that the premises of the “economic man” and per- 
fect competition, as social realities or objectives, are by no means neces- 
sary. The reason why these premises were originally set up was merely 
that they were suggested by the realities of early markets. What classi- 
cal economics was really concerned with was, in Professor Fetter’s phrase, 
“the principle of proportionality.” It was seen more or less clearly that 
through the medium of free markets there was a tendency to allocate 
the elements of production in a manner best calculated to meet demand 
as expressed in the consumers’ market. Not only were the elements of 
production efficiently proportioned, but distribution in the form of wages, 
interest, rent, and profits tended also to harmonize with the services 
rendered. This concept of proportionality in production and distribu- 
tion was the essence of the theory. Perfect competition in a free market 
might or might not serve the purpose.’ Indeed, as we now see it, small or 
large business units, and private or public control of wealth, are alter- 
natives which may vary in efficiency with the time and place. The signifi- 
cant thing in classical theory was that men thought they glimpsed a 
system of industrial relations and valuations that would serve the pur- 
poses of efficiency and justice. The over-emphasis upon competition arose 
from a natural inference concerning what was then expedient. 

The classical economists had before them two distinct problems. The 
first was to explain historical reality from the standpoint of economic 
forces; and the second was to round out to their ultimate conclusions 
the principles of economic law in accordance with prevailing ideals. The 
former task was undertaken by the historical school. But not until the 
mathematician offered his aid was it possible to expand economic theory 
into a consistent system relative to such ideals as may be chosen. It is 
the purpose of this paper to consider economic theory as it now appears 
from the standpoint of mathematical analysis. 


nd also holds a growing promise of practical application, The complete working out 
of the field as a whole, and the solution of many practical problems of price setting 
ind production control under corporate organization, may eventually require equa- 
tions as complex as those of the relativity theory. 

>The concept of perfectly fluid competition in theoretical economics is really the 
calculus concept of derivatives. It is a logical necessity in calculating price equilibria, 
but in practice is seldom even approximated. Often prices must be intelligently 
“pegged” if they are to represent the real equilibrium. 
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To begin wi , tical economics views the idealized world of 
industry as a uations and regressions extending from the 
desires ant ; of mankind on the one hand to the resistaneg, 
and resources ynment on the other. By the environment js 
meant the cor sted wealth considered as a single, organized 
industrial pla: ry as a whole, production is delimited by the 
regression of i1 n business activity, which is merely another way of, 
gtating the n 11 phase of the concept of diminishing returns, 


{This means m t at any given time there is a limit to productive 


antisite te ¥ f capital and labor beyond which losses 
occur:The simv of this regression is illustrated when the iso- 


its personnel and its resources in an over- 
sty results. In a modern form it appears when 
business leader nd eredit, and by competitive bidding create 
an excessive d capital and labor, thus producing price infla- 
tion. It is tru owers and new resources are constantly being 
created throug! ; of inventive science. But at any given time 
utilization mus onal to reality, or instability and reaction 
will occur. In ] nesses, activity is limited at any one time 
by a proporti ther businesses as indicated by diminishing 
returns to addi il employed in the enterprise. In other words, 
relative profits d flow of capital. 

From demand one hand to the costs inherent in the environ- 
ment on the oth retch the series of valuations reflected in the 
price complexes.” ] modity from raw materials to finished goods 
has its price in on of markets as determined by the temporary 
equilibrium betw | and production costs. Whether it is utilized 
as producers’ g | d into consumers’ goods, it passes its 


accumulated ca] or costs to the product into which it is 
transformed. In rket the familiar supply and demand curves 
may perhaps be « 1 as has been done by Moore, Schultz, Work- 
ing, and others. § , however, are incomplete and temporary, 
since they ultim be expressed in terms of related prices ex- 
tending through¢ system. The exact mathematical forms of 
these curves ar rather than of theoretical importance, and 

accurate except within the range of the 


agency in determining the uses of the means 
of production and tl f personal services may fall far short of realizing an 
economic ideal. If tl ital, as discussed later, are absorbed largely in 
the consumers’ marl vy be heavily weighted in the direction of luxury 
goods. And if publi 1, valuations may be distorted. Nevertheless, 
in proportion to inc ; a democratic agency, which when subjected to 
impartial rather nal influences might approximate a control con- 
forming to aesthetic ficiency standards. 
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be ordi nary fluctuations of demand. Demand likewise is not a constant, but 
+ olf is a function not only of prices but of total income as well. 
; The agri ni of an economic system are difficult to express in 
-y descriptive terms. It is for this reason that there have been 
diverg gent schools of thought in theoretical economics, each school stress- 
ing a particular factor. The mathematical point of view effectually har- 
monizes these various schools, as will be immediately apparent from even 
an elementary knowledge of the regressions dealt with in curvilinear 
multiple correlation. For example, the agricultural statistician analyzes 
the inter-relations of various climatic changes, and the separate effect 
of each variable upon crop yields. From such an analysis, within reason- 
ble limits, he is able to predict the effect of temperature and moisture 
changes upon the crops, ascribing to an added inch of rainfall or a 
specified rise in temperature its particular contribution in terms of 
jushels of corn per acre. The same sort of analysis under hothouse con- 
ditions where heat and moisture must be paid for, would give the correct 
conomic proportions of the elements to be utilized. This illustration is 
but a minute phase of the vastly greater process of efficiently proportion- 
ng the elements of production to the demand of the market, but it illus- 
trates the principle and gives the clue to an understanding of the nature 
he equilibrium. 
The clements of production are priced and combined not only with 
respect to place but also with respect to time. In the economic realm as in 
physical, time resembles a fourth dimension. Relative to time, goods 
priced with reference to their future uses discounted to the present 
it the prevailing rate of pure interest. Interest rates in turn represent 
another of the familiar market equilibria, as has been amply proved re- 
ntly by Professor Fisher. Thus durable goods, equipment, and stores 
which by replacements are made artificially durable, are evaluated as in- 
vestments; and goods are utilized or stored as may best meet the market 
lemand at the most suitable place and time. The universal influence of 
ne proportionality has been comprehensively described by Professor 
tter in his studies of time preference. 

t should be noted that time preference, as the choice of present against 
future is called, does not represent in any philosophic sense a relative 
disregard of future results. It is evident that though everyone should 
igree to the most extreme sacrifices of present utilities in the hope of 
building up future utilities, as in a measure men do on the frontier, yet 
the eapital market would be essentially unchanged. Indeed, if in such a 

ipplied science progressed rapidly, interest rates might be high. 
The fact is that all sentient life by its instinctive nature normally serves 
he purpose of at least maintaining the race. In human society the for- 
ward look is normal, and the balance of choice often represents a sub- 
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the future as expressed in the actual fact 
subjective intention obviously cannot be 

y it cannot be measured by the aggregate 
For the most part, the consumption of such 
rt of investment in that it serves to main- 
d the labor forces. Even when the choice 
isure or for investment, time preference jp 
ays a discounting of the future, inasmuch 
ion is necessary to the maintenance of per- 
Knight has most satisfactorily stated this 
eference as a time-proportioning process 
welfare (Risk, Uncertainty and Profit, 


hematician, economic law gives a picture 
lations among economic elements which would 
perfectly adapted to the actual and prospec- 
tates. With respect to distribution, it sets up 
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lization of the marketable elements in capital 
| at a unit slope; and such that, with respect 
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ponent elements of this index, namely, Beta quantities and Gamma prices 
on the one hand, and Gamma quantities and Beta prices on the other 
hand, represent two separate solutions, both of which are correct ac- 
cording to the point of view chosen.* The former combination represents 
‘he solution if quantities are rendered commensurable with reference to 
base prices, and the latter represents the solution if the point of view 
of given prices is chosen. If the point of view, or frame of reference, is 
made to include both periods or several periods, apparently a geometric 
mean of prices covering the entire interval is required as the price by 
which physical quantities are made commensurable. 

But however this vital point in the measurement of the economic uni- 
verse is eventually settled, it involves a relativity in economic measure- 
ments paralleling rather closely that which has been discovered in physi- 
cal measurements. That is, there is no absolute measurement of quantity 
and price levels, but the picture shifts according as we select this or that 
interval of time as the base line from which to view it. Therefore, if from 
the vantage point of the present day we carry back our economic meas- 
irements into early historic periods, we introduce elements of uncer- 
tainty similar to those which would be introduced into physical measure- 
ments from the vantage point of another solar system. That is, from 
the limited viewpoint of current valuations, the centuries slowly are 
thrown out of focus, so that we comprehend with difficulty the remote 
past, and anticipate through a haze the distant future. 

As thus far considered, mathematical theory does little more than 
smooth out the inconsistencies of varying points of emphasis in the older 
theory. But it does more than this. It throws a new light on the difficulty 
which classical theory met in trying to account in personal terms for the 
income attributable to capital. It also suggests why society is drifting 
way from a strict conformity to economic law.*° The composite earnings 
of capital; namely, rent, interest, and the plant’s share of profits, were 
it first accounted for as personal rewards for abstinence. The term was 
later softened to the “cost of saving,” and the idea was generally 
adopted; so that today the earnings of a man’s property are popularly 
considered a reward for his personal services. Outside of orthodox eco- 


‘Certain European writers (cf. Maurice Olivier) use the terms Beta and Gamma 
to designate aggregatives weighted with reference to the base and given years, re- 
spectively. The problem of constructing index numbers measuring general markets has 
seen obscured by a failure to recognize that prices, as ratios, require a different 
‘reatment from quantities, which constitute one of the elements of the ratio. Confusion 
as also arisen over the distinction between ratios of averages and averages of ratios, 
he two being identical under certain conditions of weighting. 

‘The term economic law is here used in the sense indicated in the preceding dis- 
‘ussion rather than in the old laissez faire sense. It is taken to imply an efficient allo- 
‘ation of the means of production and a distribution in terms of the imputed returns 
‘o each factor, The term earnings is also used to indicate imputed returns. 
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nomic theory capital were attacked as mere exploitation, iE This 
derived fron res, as in the Marxian analysis. The inag. he r 
curacy of th ver, apparent to the classical economists MM civili 
and still mors tical economists. To what then shall these coule 
capital payn d? shicl 

Mathemati vers this question clearly and definitely. The stra; 
returns attril ital in the aggregate are not normally the re T 
wards of pers nce in theory human effort, from manage more 
ment to unski rarded in proportion to its services, anj ME of 1 
hence appro] l, by a specific distribution. Nor can they Mm exp’ 
normally be t f saving, for in an integrated system of equa- r 
tions and regi pressing economic law, no such term would re 9 port 
main. They a1 ut ir name indicates; they are the earning: ciet’ 
attributable 1 fic elements of land and capital considered a n tl 
maintained p stments, after personal and material costs of ous 
maintenance | dated. Inasmuch as the various elements o} thet 
investment are, ‘ocesses of trade, virtually one great plant, and Hi reac 
since also the « pital would normally be redistributed to other by 
portions of tl x to the profit criterion, the earnings of But 
capital emer ic surplus income arising out of the whole by 
process of co But obviously this is theoretical. The practical y4 
justification of nt for saving” theory rested originally upon J 
the necessities order to build up capital, had to sacrific 1 
earnings becat urplus was already appropriated by privi- 
leged classes to 1 on their personal luxuries and dynastic wars. 80 
It is possible a im for sacrifices might be admitted if the 
total savings a led the surplus, but if available estimates of 
savings and su tworthy, such has not been the case. In any $0 
event the reas , for saving cancels to the mere fact of the 
traditional pri iation of the surplus. Society pays becaus: 5 
it has paid. 

From the sta , the social surplus is in its nature identi- I 
cal with the lar se in primitive agricultural landlordism. 
If, in the proces al evolution, the plant consisting originally 
of the land had earnings as added investment in research and r 
improvements, ials had drawn from the estate only the 
value of their 1 occupational services, the present indus- 
trial plant, pr h vaster scale than that now existent, 
would have bi , hout any sacrifice of personal earnings. 

*The term su ) indicate, under conditions of strict economic 
law, the earning i capital including money. But under feudal con- 
ditions or in a sl i not be so clearly defined, and might include - 
elements of pure 
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This, of course, is purely a theoretical assumption designed to elucidate 
‘he relation of the social surplus to personal earnings. The fact is that 
sivilization, having once established private rights to the social surplus, 
could scarcely draw back from the logical course of historic evolution, 
shich in the main may be described as recurrent periods of growth and of 
struggle relating to the disposition of the surplus. 

The mathematical analysis of economic relations is supported in a 
more concrete sense by the science of accounting. The accounting system 
of more than one corporation indicates how readily business could be 
expanded wholly from the earnings of capital, even while paying full 
market value for management and labor. What is true of specific cor- 
porations is theoretically true also of that great corporate entity, so- 
ciety as a whole. No sacrifice of personal earnings is normally required 
n the processes of expansion, since economic relations themselves gener- 
ously provide a surplus available for growth. Needless to say, in a hypo- 
thetical society organized as a corporation, the social surplus could 
readily be augmented by taxation from personal earnings or diminished 
by partial distribution to personal earnings, as might seem advisable. 
But the question of the most suitable disposition of the surplus earned 
by capital is not the issue here; the exposition is confined solely to the 
logical nature of these earnings. 

Having established the nature of the earnings of capital as a social 
urplus, mathematical theory has practically completed its preliminary 
utline. If we proceed further and ask what disposition an intelligent 
society might make of its surplus, we depart from the realm of scientific 

lysis and enter the domain of ideals. In this domain science can no 

rer speak with authority. What type of society do we wish? What 
social ideal will evoke the loyalty necessary to realize it? If these ques- 
tions are answered, science might work out the specifications for the 
society desired, but it cannot arbitrarily command wishes or loyalty. 

From the standpoint of economic theory we may describe present-day 
society as an attempted compromise between two widely contrasting but 

gically consistent ideals. These two ideals may be labeled the privileged 

‘ass ideal and the service ideal. The former ideal is familiar as a historic 
reality; in fact it represents rather the normal system of human relation- 

ps, particularly when civilization is relatively undisturbed by dynamic 
growth or by foreign interference. The latter type of society, in which 
roductive service is the standard of distribution, has never been realized, 
though it has been approximated in the experiences of frontier com- 
nunities and in new countries like the United States. In this country it 
's probably true that income, in Professor Fisher’s meaning of the term 
‘s the values privately consumed, comes nearer approximating the value 
of the personal services rendered than it does in any of the other leading 
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capitalistic nat Nevertheless, the maintenance of such an ideal js ay a 
exceedingly diffi itter as all historic precedents go to show, a 

On the assu n of one or the other of these ideals, economic theory 7 
could readily s the outlines of the societies calculated to realin Mn. 
them. A societ} pon privileged classes is already provided for oy owe 
the basis of his is of jurisprudence. If the society adhering to owe 
the ideal of pri merely guarantees to everyone the unimpaired re a | 
wards which c: | by competition in trade and through the owner. aod 
ship of property, gradually build itself into the historic structur a 
of privileged c [he surplus belonging to the heirs of the groups 7 
that have acted as lers in the early stages of the society, will eventu. yt 
ally be absorbed i <urious living of these privileged classes, and in < 
activities calcu xtend their domains. Ethical and legal standard; - 
will naturally « nnformity with the concept of privilege. Moral tae 
standards will i to foster a rapid increase of the producing oy 
classes so that plus going to property may be a maximum, and eae 
that cheap man ] y be available for industry and war. As the des 
workers lose in ' tiative, their diet, their living conditions, and or 
their training ¥ | for by their superiors, who presumably might _ 
prescribe more ¥ the workers could choose. And the welfare of ty 
the workers wil inteed in the same way that the welfare of an 
domesticated a iranteed. Thus culture would flower, and th 
“crowd” would find | This ideal has its supporters, as the writings 
of Mencken and M juently testify. It is not for science to criticize th 
this ideal, which r qualifications would presumably be satisfac- °0 
tory to a large | usses as well as the classes. 

From the sci of view, however, one difficulty connected 0 
with this ideal pointed out. The privileged class ideal would v1 
inevitably wast the latent genius and productive ability of t] 
both the classes isses. That is, it would be uneconomic. Inas- ms 
much as nations irse of expansion are by historic precedents 
subject to som ame processes of selection that Darwin dis- ny 
covered in nature, ; of these latent capacities might prove dis- ‘ 
astrous. In a mo federation of nations, however, a system of 
privilege might | |, provided that ruling groups everywhere t 
were willing in sure to compromise their overweaning amb- 
tion for a conspi ‘place in the sun.” 

If we assume the idea . society based upon an exchange of services, 
it is also easy to in general the conditions under which such : 
an ideal might zed. This type of society, having its historic : 
roots partly in ¢ nity and partly in democracy, was the ideal 
which men bega to visualize in the days of the Industrial 
Revolution. Duri t period, when expanding frontiers and progres 
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is an sive industry created unparalleled individual opportunity, the ideal of 
equality of status and economic distribution in terms of service was 
vaguely projected. Early economic theory, though in part deduced from 
ealize WF ality, was in fact a description of the measurement of services in a sys- 
for on tem which was thought to realize these ideals. As we have seen, how- 
ing to MM aver, the classical economists did not succeed in pushing their analysis 
ed re- to a logical conclusion, partly because of a desire to adhere to social 
winer- reality and partly because of a failure in the analysis itself. Now that 
icture the analysis has been outlined by mathematical theory, it is easy to see 
TOUups by how wide a gap actual industrial evolution departs from the ideals 
rentu: of the early nineteenth century. It is also easy to see that the classical 
and in point of view is largely warranted inasmuch as the realization of the 
dards service ideal points ultimately to a form of social control strikingly at 
Moral variance with traditional ideas of personal rights. 

lacing Yet, unattainable and even undesirable as such a society might ap- 
l, and near to be, the essentials of its organization could be stated with some 
Ls the degree of precision. These essentials have already been implied in the 
s, and preceding discussion, and need not be elaborated. The central feature 
might would be the holding of wealth and the capital income strictly as a 
are of trust, as in effect is often the case today.” Necessities of reinvestment 
ire of and of preventing the unsocial use of wealth by unworthy heirs would 
id the probably lead eventually to the merging of industry into an invest- 
itings nent corporation of at least national scope; and the administering of 
iticize the trust in accordance with economic law. Education and population 
isfac- control, as well as charitable and correctional activities, might proceed 


heory 


long lines already projected. Income would thus be distributed in ac- 
rected ordance with the statistical curve of natural ability instead of being 
would greatly over-weighted at the upper extreme as is the case today; and 
ty of the over-stimulation of aggressive business management would disap- 
Inas- pear.’ Class and racial distinctions would be abandoned and merit under 


dents "When we attempt to picture a society based upon service, we find ourselves think- 
n dis- ng in mechanical terms of a unified corporate life where freedom is submerged beneath 
e dis- rganization. We do not take into account the changed psychology of a people who had 
once fully accepted as a scientific concept and a standard of honor the obligation of 
equating their personal consumption with their personal services, and the right of 
where the future to be reasonably free from the restrictions imposed by the inheritance of 
ambi- pital wealth. Obviously such a society would require a good deal of organization. 
n directing the course of trade and investment, but such control would not be arbi- 
rary since it would consist merely of accounting and statistical interpretations of 
the requirements of economic law. And with a full acceptance of such standards of 
such economic conduct, control could be reduced to a minimum, while in the consumption 
if wealth entire spontaneity could be accorded. The real dictator of such a society 
vould be the consumer. 

*The curve of composite abilities as measured in the market is presumably a 
strial ‘ogarithmic normal. Geneticists say that this curve is rendered probable for bio- 
‘ogical factors by the mechanism of mitosis, though possibly it might be a multi-class 
Poissons series. Mitscherlich’s law of growth factors suggests an analogous curve as 
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y would grade men from responsible map. 


ils of so utopian a scheme? The mere sug- 
condemn it without further hearing at the 
opinion. Where could there be found mey 
nd ability necessary to administer it, and 
ould submit to its discipline? From the 
justification of capitalistic society such 

he fact that through great fortunes the 
ully used for reinvestment and social pur- 
gree. The masses of the people, swayed by 
lards of living on unearned income, offer 
either individually or through democratic 

d administration of the social income. 
that historically the possibility of such 
the corporate organization of the medieval 
ld in trust probably as much as a quarter 
ling nations of Europe. If the church had 
ilth by fostering applied science and by 
nomic way, it would have fallen heir io 

the Western world. It was perhaps some 
rnitude of this organization together with 

d to its disruption and the confiscation 

[he continued emphasis of religion upon the 
wealth as a trust, has, however, expressed 

y divergent ideals of a privileged class 

t is rather easy to understand the actual 
rial evolution. As has been suggested, a 

he service principle is hardly conceivable 
North Atlantic civilization, where men have 
accumulation of property as one of 
ily ideals. On the other hand, the dis 
lly arises through the processes of com- 

) extreme as to be repugnant to the minds 
equal opportunity of immature societies. 


biological curves of variation, however, appear 
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coms industry is today making fundamental economic law more and 


» of a theory and less and less of a reality. In some cases our inter- 
ence may have assisted the development of privilege, but as a rule 
+ has been in the direction, by intention at least, of a diffusion of 


sug- 
t the 
men 
and 
1 the 
such 
the 
pur- 
d by 
offer 
ratic 


portunity. 

For example, our tariff policy has been popular because it was 
‘hought to create a market for the farmer and to maintain “the full 
inner pail” of the working man. Wage policies in recent years have 
wyarently yielded at some points to the demands of organized skilled 
bor, thus making wages for certain groups presumably somewhat above 
level that marginal production would afford; while for other groups 
or bargaining power has resulted in sub-marginal wages. Capital 
sted in railroads has been subjected to artificial limitations of earn- 
_ and compelled to meet competition subsidized in effect by the use 
‘ public highways. And now we seem to be entering upon further ad- 
tures in the thwarting of economic law. Apparently the farmers are 
assured the cost of production by the creation of artificial prices. 
in spite of the need of greater stability in business, we talk of en- 


such 
lieval 
arter 
had 
cet the scope of uneconomic competition in favor of the small com- 
0 

some 
doubtedly the most dangerous frustration of economic law is that 


with 
operates to prevent the natural integration of business. In retro- 


ation 
n the 


essed 


t we now see that the “trust-busting” activities of a generation ago 
ted our growth so that a centrally organized country like Germany 

almost eclipse us in world affairs. During the last two decades 
progress in working agreements and mergers has been made, yet 
industry is still only half organized. The nature of control is 
led by its reflection in the stock market, where bull and bear in- 


class 
ctual 
od, a 
able s, operating through finance and propaganda, register the con- 
. which drives business in its erratic course from one extreme of ac- 
have 
ne of 
. dis- Business depression is variously explained by over-saving, price in- 


to another. 


= fation, surplus manufacturing, excessive machine equipment, too many 
com 5 
ninds farms, and redundant population. All these explanations can be sup- 
ww orted by statisties, but together they merely spell one fact; namely, 

conomie lack of coérdination. Certainly excessive saving would 
ally register in a prevailing lower level of the interest rate; and, 


ippear 
le, the s Cassel has shown, vast quantities of investment capital would then 
imates be demanded for rebuilding and capital extensions. Even so, equilibrium 
at the d still be attained if economic channels of investment at home and 
has a broad were sought. The so-called business cycle merely reveals the in- 
has 8 tability inherent in a half organized, uncoérdinated business system, 


where over-activity of monetary circulation, price inflation, and mal- 
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ecipitate depressed periods of readjys. 
Th 
| 1. the business leadership, the SCientif 
r sufficient, if it so chose, to achieve, 3e 
dented power, in the presence of Which - 
Ge 


ty would disappear. It would not neg 

ild i tical structure; all that would be requir 
be a levelopment in accordance with a deeper 


1861 I lering the question of what principle it 
it | Union. In Independence Hall he answere 


was tl ise that in due time the weights shoul 
ted f1 ' ; of all men, and that all should have a 
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\EHEMIAH GREW: A FORGOTTEN MERCANTILIST® 


The Lansdowne Manuscript No. 691, in the British Museum, contains an elaborate 
nomic program prepared for Queen Anne by Dr. Nehemiah Grew. The author 
a: q friend of Sir William Petty, a famous natural scientist and an active member 
¢ the Royal Society. The manuscript is divided into four books. The first considers 
sible improvements in lands, mineral resources, roads, rivers, and livestock. Book 
11 deals with “manual arts or manufactures.” The third book is concerned with 


tse trade and maritime expansion; while the fourth presents Grew’s ideas on 
population. Dr. Grew’s ideal was the development of maximum productive efficiency 
hy means of state action. He therefore outlines a wide sphere of governmental 
duties ranging from the creation of labor-saving machinery to the computation of 
the socially necessary number of lawyers or clergymen. Grew’s manuscript is an ex- 
cellent illustration of a neglected mercantilist quality: the passion for national pro- 
ductive efficiency. 
I 

So many of the economic pamphlets of the seventeenth and eighteenth 
centuries were written by merchants and men of affairs that it is both 
refreshing and interesting to find tracts on economic subjects written 
by men of science. The richness of Petty’s writings was in a large 
asure due to the fact that he was not only a man of affairs but a 
student of natural science. The Royal Society was the spiritual center 
for scientific discussion during the latter part of the seventeenth century 
nd onward. Not least among its illustrious members was Dr. Nehemiah 
Grew. Although Grew is well known in the history of science, his con- 
ribution to economics is still in manuscript and is little known; it is 
not even mentioned in the biographical article in the Dictionary of 
National Biography.” 

Nehemiah Grew, born in 1641, was educated at Pembroke Hall, 
Cambridge (B.A., 1661). At the age of 23 he had begun the study 
(vegetable anatomy; and so thoroughly did he prosecute his studies 
iat by 1671 an essay on the subject was approved by the Royal So- 

y and ordered to be printed. The next year Grew was elected a 
‘ellow of the Society. Meantime, he had studied medicine at Leyden, 
id after he had received the M.D. degree he began the practice of 
dicine at Coventry. He soon removed to London, where he was able 
to combine practice with botanical research. In the field of vegetable 
natomy, he soon distinguished himself. Observations which he made 
“ith the naked eye and which he recorded in his Anatomy of Vegetables, 
ere confirmed by the microscopical investigations of Wallis, Lister, 
id Leeweehoek. He read papers before the Royal Society on phy- 
‘ological history and on the anatomy of roots. In recognition, Grew 
was made Royal Society Curator for plant anatomy. 

Beginning in 1675 with his Comparative Anatomy of Trunks, Grew 


\ paper prepared while making a study of British mercantilism as a Fellow of 
Social Science Research Council. 
* Dictionary of National Biography, vol. 23, pp. 166-167. 
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rapidly adv 1s a scientist. He prepared papers » 
chemistry an stry. In 1676, he turned his attention , 
animal anat ; mary interest was in plant life. In 1699 
his Anatomy Flowers and Fruits was read to the Royal §». 
cl ty. The 1 Grew was held by his fellow scientists is 
Asapate by his Secretary of the Royal Society, in 1677. Ih 
this capacity 1 the Phil oe Transactions from January, 
1678. to F eb: 679. The following year he was elected an honor. 
ary fellow of Phys sicians. In 1681, he published A Catg. 
logue and De Natural and Artificial Rarities for the Roy, 
Society and t} ; magnum opus on 7'he Anatomy of Plants 
Although Gi suggested that Sir Thomas Millington first Hi <x 


observed the « K plants, it seems very probable that Grey 


himself made t nt discovery. Grew’s next book on New and at 
Useful Obserz ing Sea-Water Made Fresh went throug) ‘Be 
ten editions in } le Latin and French editions. His last print- ; 
ed work was 1 Cosmologia Sacra, or a Discourse of the Uni- ad 

verse. This } 1 in 1701, was especially directed against | 

Spinoza. Grev vas that the nature of God could be deduced == 
both a priori From Reverend John Shower’s sermon, , 

preached at Gi |, we learn that Grew had a knowledge of He ze 
brew, divinity, hanics, mathematics, geometry, and chen- Hi p, : 
istry in addition cial knowledge of botany and medicine. Lit- “4 
nacus dedicat is Grewia in Tiliaceae. Dr. Grew died ! 


suddenly in Lo 


Il 


The Lansdo No. 691, in the British Museun, is t! 
least known w h Grew. It was not intended to be printed, 
since Grew prt laborate program which he recommended 
to the Queen. in inkling of its contents: The Means 0} 
a Most Ampl he Wealth and Strength of England w 

Few Years H 1 to her Majestie In the Fifth Year 
of Her Reigne. me to the throne in 1702, the tract was 
written in 1707 ipt is particularly interesting becaus 
it represents a eighteenth century economic literature 
which has neve ntly emphasized: the passion of these writers 
for national p1 ficiency. Grew illustrates this aspect of t! 
eighteenth cent r than most writers because he was 4 
scientist. His ; runs in terms of anatomy* and phys: 
ology. Given c anatomy, it is man’s duty to dis 
cover the poten vhich these resources can perform. Grew 

* Petty it will b vs this method in his Political Anatomy of Itt 
land. 
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TS on onsidered the four anatomical parts of England and Wales to be 
1on to). Land, the Manual Arts or Manufactures, the Sea, and the People. 
1682, MB). turn, he estimates each quantitatively and then considers the po- 


al So- tentialities of each. 

Asts ig Grew’s manuscript is divided into four books devoted respectively to 
7. | possible improvements of the land, the manufactures, the maritime 
nuary WE sources and the population of England and Wales. His analysis is 
honor. ‘h deductive and experimental. In his preface Grew states that he 
Cate. ; read many books and pamphlets on the subject and that he has 
Roy coursed “upon occasion with miners, farmers, artificers, merchants 
lants, nd others.** With Petty he must have been well acquainted, since 
n frst MB Grew and Petty were both members of the Royal Society. He quotes 
Grew Bp tty’s figures frequently, (although he does not always accept them) 
w and lhe refers to Petty as “my late Honoured Friend.’”* 

rough Book I is entitled Of Improvements Upon the Lands, and is divided 
va seven chapters dealing in turn with area, mineral resources, roads 
Uni. nd rivers, enclosures, cultivation, products, and livestock. Putting 
tem nalysis in interrogative form, these are the questions which Grew 
auced 


raises concerning land: How much land does England and Wales pos- 
Pim, ss? What resources are therein contained? How available are these re- 


t He rees? Can the land be made more effective? By institutional changes? 
Chet HM By technological changes? By discovering new uses for land? 
Lin: \s to the land area of England and Wales, Grew alleges that Petty’s 

a putation of 28 million acres is too small. It fails, in his opinion, 

take into consideration the amount of land which had been reclaimed, 

w’s method of determining the land area was geometric. He super- 
is t! imposes on the map of England and Wales a triangle whose legs run 
inted, spectively from Land’s End, the Kentish forelands and Berwick. He 
ended n corrects for the unincluded land and the included water, and arrives 
ns Of ‘6,080,000 as the combined area.® In the second chapter Grew lists 
nd it mineral wealth of the two countries. Contrary to what one might 
Year pect, there is no mention of the precious metals. The concern is with 
t was tin, copper, lead, earthenware clay, marls, loams, etc. The location of 
caus Ul these should be discovered by means of a systematic governmental 
ature survey. A copy of this survey, Grew suggested, should then be supplied 
riters }each county so that a successful and rapid exploitation of the mineral 
f th wealth of the two countries could be undertaken.’ 
yas a The great heritage, according to Grew, which England received from 
vhysi- Roman period, was the highways. But the heritage had been badly 
) dis- isbanded. Good roads, he urged, would decrease the cost of trans- 
‘Lansdowne Ms. 691, folio 4. 

‘Fol. 14-15. 
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porting goods and consequently stimulate both husbandry and trade. 
Unimproved roads, in Grew’s opinion, involved great economic wast, 
since they often must be more than twice as broad as surfaced road 
The survey of mineral resources would show what materials would be 
available for constructing efficient, narrow roads. The land saved }y 
the improvement could be cultivated and this increase of arable ]anj 
would largely pay for the cost of improvement.® Grew’s intense jp 
terest in productive efficiency is even better illustrated by another po- 
tential economy which he believed would result from the improvement o 
roads. If only horse could be eliminated from every “gang 9 
horses,” and if, on the average, each market town possessed 20 gangs, 


and each village 4; then, if the cost of keeping one horse be £5 a year, 
the net national economy would be £230,000 annually. In addition, 
“once every 5 or 6 years” over 45,000 horses would be available for ex- 
portation.® 


With regard t nals, Grew displayed equal enthusiasm. The pros- 
perity of Holland, irgued, proved the economic value of canals; whil 
the example of France in building a canal from Narbonne to Bordeaux 
proved that canals could successfully be built above sea-level.*® Canals 
he considered far superior to the canalization of rivers. As to the cost 
of canals, Grew’s estimate was 4d. per cubic yard from which he con- 
puted the cost of a canal five feet by sixteen at about £300 the mile. 
The economy of water t ransportation was computed in a fashion simila: 
to that of roads. Following Sir Robert Southwell, Grew estimated the 
differential advantage of water carriage over wheeled carriage at the 
ratio of 1:12 and over horse transportation at 1:16. Assumed that each 
was equally important, he takes the mean between them and concludes 
that “water carriage will save 14 parts in 16, that is, about 42 of 50 
horses or 210 pounds the yearly maintenance of 42 horses.”" Ex- 
panding this on a national scale revealed a potential economy of 
£1,800,000 annually plus 378,000 horses available for export every 


5 or 6 years. 
In Chapter 4, Grew shows himself a champion of enclosures. One- 
sixth of England and Wales, according to his estimate, lay open and 


waste. The national loss and the disadvantage which resulted was, in 
his opinion, enormous. ‘The man-power of shepherds was lost to hus- 
bandry and manufactures; common pastures were over-stocked so that 
cattle were starved; disease was prevalent and could not be stamped 
out; woods could not grow since new growths were constantly cropped 

Fol. 17. 

Ibid, 

Fol. 18. 


4 Fol. 20. 
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away; growing corn on open fields was spoiled by straying cattle.” 
Crew's estimate was that 22 acres of enclosed pasture could support 
more livestock than 66 unenclosed. Like other advocates of national 
<f-sufficiency, Grew maintained that enclosed commons could be used 
for cultivating hemp and flax, while the forests, if unmolested by cattle, 
yould produce ship timber. As for the advantage of enclosed agri- 
cultural land, he believed half an acre could produce more food than 
six of open fields.** 

Having shown the advantages of land enclosure, Grew turns in Chap- 
ter 5 to the possible improvements in land cultivation. He discusses 
“nloughing, draining, watering, and manuring,” the advantages of dif- 
ferent types of ploughs, the various methods of drainage. He recom- 
mends the use of machinery for “watering,” and considers the advantages 
of various types of fertilizers (sand, lime, chalk, salt, fuller’s earth, marl, 
slant fertilizers, ashes, and animal fertilizers). All these particulars, 
said Grew, “I have the rather mentioned to make it appear that there 
's very little land in England but of bad may be made good, and of good 
may some way or other be made better.”** All the subjects of Britain 
should consequently be compelled to make use of these means. Vexatious 
lawsuits should not be permitted to obstruct improvements nor should 
the interests of a few be permitted to prevent the economies which would 
benefit all. “Your Majesties people are justly esteemed a happy, be- 
cause a free people.” But freedom and strict economic surveillance by 
the government he considered thoroughly compatible, since freedom im- 
plied “free according to law” and the law was designed for public good.*® 

In Chapter 6 we find Grew, the botanist, dealing with a subject upon 
which he was competent to speak. Of 6,000 known shrubs and herbs, 800 
he estimated to be indigenous to England and about 2,000 more had al- 
ready been introduced. Many more exotic plants, in his opinion, should 
be naturalized. But to do this, the state would be compelled to take a 
frm and progressive stand. Foreign trade merchants importing dyes 

nd other foreign growths, Grew alleged, had persistently opposed the 
domestic cultivation of certain important plants. But if these could be 
planted in England, it would “save us a great expense of treasure and en- 
large our stock for a foreign trade.”** Another interesting recommen- 
lation was that land should be enclosed not by means of “bare banks, 
Pales, Rails, or the like,” but by hedges of useful plants.** Four folios 

Fol. 22. 

Ibid. 

‘Fol. 24.25. 
Fol. 26. 
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are devoted to « it plants should be introduced and encoyr. 
aged, ranging f: h hemp” to “quick ripening barley.” Grey 
was also a Vigo! of forestation and reforestation. Qak; 
above all should } |; in his opinion it was nothing short of shame 
ful that oak timl ive to be imported. He suggests that ade. 
quate forest laws | obliging those who cut timber to plant twice 
as much.*”) Fins s that a “Compleat History of all Kinds 
of Husbandry” | he Crown and that there be appointed 
for each hundred ister to instruct young men in the “art 
of planting” rat! i1ar;** “No reason,” said Grew, “can 
be given why me! lways be lett alone in their folly when they 
may as easily be hemselves and their country.” . 

The last chapt I is devoted to a discussion of the means of 
increasing nation n the form of livestock. Grew proposes 
that a national made to ascertain the amount of land 
which could be s other purposes for the raising of sheep. 
Since the quality ; believed to depend upon the nature of the 
soil and forage, tl ven over to sheep-raising should by “in- 
provement” be b ty with that of Lemster. ** Horse rais- 
ing, Grew strongly | because horses would be a very desirable 
export product. R h the zoédlogical world, Grew suggests 
that various anima | into England and raised. As another 
sample of his ent! nomic efficiency, Grew estimated that if 
every city, town, had each two “bee-gardens” the product 
would have an an f £400,000.% As a fitting conclusion for 
Book I on the cor vement of lands, Grew made an elaborat 
computation of t] of national income which would re- 
sult from his pro; [f the total land area of England and Wales b 
about 46 million ac1 ; rding to Grew, about 5 million must 
be allowed for build lens, parks, rivers, roads, and lanes.* He 
divides the remaini | acres into six qualities ranging from one 
million acres of th le up to 15 of the poorest. For each qual- 
ity of land Grew s considers a conservative estimate of 
its yield and rent iprovements he has suggested would have 
been effected. Cor his estimates, Grew concludes that the na 
tional income fror ible by his program to be increased five- 


fold.*® 


1 Fol 
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Like his mercantilist contemporaries, Dr. Grew had abounding faith 
+. the efficacy of government interference in the economic sphere. If 


the lands of England were to be improved, it could only be effected by 


nactive policy of the Crown. This policy which Grew outlined should 
nclude a careful survey of the subterranean wealth of England and 
Wales; a commission to study and to plan the construction of water- 
ways; a commission to consider what measures would be necessary to 
facilitate the enclosure of all the land of England and Wales (due care 
being taken to protect the rights of all parties involved) ; finally, the 
selection for each hundred of a “surveyer of the Husbandry” who should 
yervise local improvements and report the neglect of any laws. 


Ill 


The second set of national resources which Grew proposed to “im- 
rove’ were the “Manual Arts or Manufactures.” In the three chap- 
rs of Book II, Grew considers with descriptive skill the manufactures 
shich England and Wales already possessed, those which were wanting 
| the means whereby these could be developed. The first chapter is 
nomic history in which Grew lists with great care the various British 
snufactures.*” Chapter 2 represents the typical mercantilist hope of 
nomic self-sufficiency. In Grew’s opinion, constant encouragement 
ld be provided for such manufactures as dyes, linen, damask, pitch 

nd tar, enamels, bricks and earthenware, silk, steel, tools, printing press- 
,paper.* Throughout the chapter is woven the lament that these 
things, all of which could be made in England, were imported from Hol- 
land, Flanders, Germany, Italy, or other foreign countries. An un- 
favorable balance of trade, Grew thought, should be avoided. The im- 
‘tation of wine from the Canaries was a detrimental trade as was the 
tation of iron from Sweden.” Even greater national loss, Grew 
ved, resulted from the export of British raw materials. By means of 
bribes and collusion, said Grew, the French and Dutch can obtain Brit- 
h wool, “steal it from us,” manufacture it and then re-import it. Like 


+} 


r mercantilists, Grew considered the importation of foreign labor ex- 


mely disadvantageous, resulting in “unspeakable loss.”*° 


But if many manufactures were lacking, Grew’s program was so de- 
1 that all these would be developed. His recommendations were 


ny. Artisans should be sent abroad to become masters in those manu- 


1 


tures which were lacking.** Foreign artisans should be tempted 


settle in England. Of joint-stock companies Grew was distrustful 


I. 40-42, 
13-46. 
17-48, 

Fol. 48, 

" Fol. 49, 
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and this for a very curious reason. In all such ventures there are always 
shareholders “who, by Tricks having raised the Price of Stock to 3 o; 
4 times more than the Real values, Sell their Shares and so leave the 
Company inevitably to sink to nothing.”** Grew was doubtful of the 
benefits which were presumed to result from detailed circumspection of 
the quality of the goods manufactured. “To do this,” said he, “js to 
suppose that all other Countreys must needs buy that only sort we are 
pleased to make and that no other Country will make that we are pleased 
to Prohibite.’** As an illustration, Grew cited the control of the Eng- 
lish pewterers over the quality manufactured. The Dutch, by varyin 
the assay, Grew argued, were able to undersell the English though they 
purchased their tin from England. Grew’s advice was a forerunner of 
modern adulteration: “It will be therefore our prudence to Imitate the 
Dutch who in making the worst as well as the best of all Manufactures 
are furnished with a variety to answer all Demands.”™ 

Grew was not only an ardent champion of productive efficiency but of 
national self-sufficiency. Yet if foreign goods are cheaper than domestic, 
would it not be wise to import them? Grew was not dismayed by such 
arguments. “The Argument howsoever Plausible is but a Fallacy.”* To 
him it was clear that when domestic manufactures were purchased “the 
more one pays for it the more another getts and the money keeps and 
circulates into several hands and Employments within the Kingdome.” 
More than that, the extra cost of domestic goods could only be tempor- 
ary. ‘The very manufacture and purchase of domestic manufactures 
would bring about that “Perfection” in their manufacture “as to render 
them as cheap as we can buy them of the merchant.” This passage 
is singularly interesting. It is a crude statement of increasing returns 
and the familiar infant industries argument for protection. 

Most of Grew’s program for encouraging manufactures is mercantilis- 
tic. A “vain affectation” for anything foreign is condemned.” Im- 
ports of goods which could be produced at home should be prohibited; 
materials ought not to be exported unless they had received their full 
manufacture.*® In Grew’s estimation the manufacturer was far more 
praiseworthy than the merchant. For this reason more privileges and 
immunities should be offered to manufacturers. ‘To compel them to 
bear arms, or to serve as constables necessarily “lessens the Publick stock 
of goods.”** 


® Fol. 49-50. 
* Fol. 50. 
* Fol. 50. 
* Fol. 52. 
Fol. 52. 
* Fol. 51. 
* Fol. 52 
Fol. 53. 


Manufacturers, Grew thought, should also be eased of 
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taxes. The better social policy would be to load taxes upon those per- 
<ons engaged in “meer selling” and “Especially upon those whose Trade 
-onsisteth in Selling of Foreign Goods.”*° 

Assuming, as Grew did, that manufacturers were most desirable mem- 
hers of society, then everything should be done to encourage them. Mo- 
nopolies which tended to restrict the expansion of any manufacture ought 
to be repressed. Grew considered monopolies undesirable for other rea- 
sons. They increased the cost of goods and retarded the division of 
labor. All excessive gains of middlemen should be eliminated.** Trade 
«seerets” should be made free. Only by that means could the number of 
rtificers be increased and the price of manufactures decreased. Lastly, 
all possible government encouragement should be given to stimulate in- 
vention. Labor should be made more effective by means of machinery, 
“neither is Ingenuity to be stinted.”** A water mill for beating hemp 
“vould beat as much in one day as 100 men.” Not only should inven- 
tion be promoted but the state should take precautions that inventions 
should not become mere instruments of private gain. For this reason 
county repositories for all useful manufacturing or agricultural inven- 
tions ought to be provided. By this means, Grew hoped that the use 
of proved inventions would become general while the existence of county 
museums would stimulate further invention and technological improve- 


IV 


Grew’s mercantilist preoccupation with foreign trade is illustrated by 
Book III, Of Improvements by Sea. With the scientist’s love for nomen- 
clature he distinguishes domestic from foreign trade by referring to the 
latter as “merchantrie.” The four chapters of the third book deal 
respectively with the present condition of English “merchantrie,” and 
with the advantages which would accrue to it from maritime improve- 
ments. With a good deal of skill Grew combines history and scientific 
method in his economic analysis. He points out how navigation was 
made simpler by the invention of the sea compass.“ His history of mari- 
time discovery is characterized by reasonable accuracy and by moder- 
ition. He lists the islands and water passages discovered by Columbus, 
Vespucius, the Cabots and by Magellan. This is followed by an account 
of the English exploration and settlements in America and the East 
Indies and by an account of the activities of the English trading com- 
panies.“° Grew’s attempt at a quantitative estimate of the increase of 

” Ibid, 

"Fol. 54. 

Fol. 55 

* Fol. 5 

“Fol. 57. 

“Fol. 5 
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19: 
English trad s method of reasoning. Like Petty he was 
doubtful of x. In consequence he suggests that the increase 
of English t2 ted by comparing with one another th. 
increase in I , the increase in customs, the increase of 
ffick.” tl é' he number and quantity of Particular; 
Imported as to advantage,” and the increase of ship- n 
ping.“ Fre rrew concludes that England had been 6, 
making cons progress. For example, whereas in the 
reign of J kinds of guods were imported and about \, 
200 export Anne, 1,400 were imported and 340 ex- 
d. Y s not only with the absolute increase. 
To him the vas that the proportion of goods exported HM 
to goods im] period increased one-fifth.** 

Had Gr » be an historian he might have been more 
optimistic. h trade was extensive, it was nevertheless . 
“but mean in h what it might have been had we used all 
the good m same Industry which others have done.” 

Like the me1 s obsessed with the idea that England is 
being outdo1 ;; “and the gaines of other nations Espe- 
cially of the | ur loss.”*® And so ends the first chapter 

of Book III wv nent that the Dutch East India Company ( 
has stolen E ide, that the Greenland trade has fallen 

into decay a ipulous Dutch have invaded the African 
trade. Mor laments the fall in the price of staple ex- | 
ports. The I ns for cutting off the English trade in | 
fish with Sp ll he remains faithful to the traditions so 
firmly establ Mun. The Dutch had stolen the India 
Trade, they t he herring trade from England and had 
even the imy le the carrying trade with Virginia.” 

The econo res which England and Wales might obtair 
from mariti re elaborated in the second chapter of 
Book III. 7 ntages of Britain’s location for trade, in 
Grew’s opini - her island situation, the character and 
direction of | bundance of harbors. But the other advan- 
tages which ] ssed had been lost. For example, Grew 
severely cond tion act. The confining of English trad: 
to shipping | ber placed all British shipping at a dis- 
advantage. 11 ; clear that if foreign competitors could 
build ships o st but half the price of English timber, 

Fol. 60-61 
Fol 

48 l 

© Fol. 62 
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he was ME sho freight rates of foreign competitors must necessarily be lower." 
Ncrease ME [he abundance of exportable native commodities had in Britain’s com- 
her the MM mercial history been her chief advantage.** Exports, Grew believed, 


base of 
‘iculars 
yf ship- 
been 


nust be continued if England and Wales were to prosper. No encroach- 
al upon British fisheries should therefore be permitted. Like Mun,” 
and other mercantilists, Grew believed that the Dutch had employed 
Grotius to write Mare Librum so that they might have a pretext for 


in the MH avoiding the tribute payable to England for fishing in British waters.” 
| about HB And yet, although Grew condemned the Dutch as unscrupulous, he 
340 ex. nevi rtheless admired them. The English were at a disadvantage in fish- 
crease. ‘ng he said, from “want of skill and want of people.””> The Dutch, said 
‘ported HB Grew, have the great advantage of prudence.®* For example, the Dutch, 

by building ships which could be handled by two-thirds of the crew re- 
nN more quired by an English ship, save “near 2: 8d of the wages and victuals for 
theless HB hich we are at the charge.”®’ Yet England could surpass any nation 
ised al] if she would add prudence to the exploitation of natural resources! 
lone.”* Grew could conceive of two ways whereby British foreign trade (“mer- 
‘land is chantrie”) could be improved; by “making it more regular” and “by 
s Espe- making it more Easie.” These are the concern of the last two chapters 
thapter ‘ the third book. By making British foreign trade “more regular” 
mpany Grew meant not what one would ordinarily infer from this expression 
5 fallen hut rather the abolition of certain practices which he defined as “ir- 
African regular.” For example, “one great irregularity in merchantry is the 
iple ex- Exporting of Unwrought goods and such as are not fully manufactur’d.” 
rade in Grew’s solution of this problem was typically mercantilistic. He rec- 
ons so ommended that all merchants “should be obliged to Export our Manu- 
e India factur’d Goods somewhat above the value of what they import.’”** Fol- 
nd had wing Mun’s classification of the three kinds of foreign trade, he pointed 
m t that if the state permitted merchants to deviate from this rule, 
obtain merchants would “Enrich themselves but not the Kingdome.” 
pter of What of the export of money? Was this also an “irregularity” which 
ade, in should be curbed? Grew’s answer was terse: “The Exporting of money 
er and ‘or Goods to be Consumed at home is Certainly a Trade most Perni- 
advan- ious.”*” Especially was this true if money were exported in payment 
», Grew 
t a dis- Uvoland’s Treasure by Forraign Trade, 1664. 
s could ‘Fol. 68. 
timber, 
Fol. 71 


‘A characteristic mercantilistie doctrine which pervades the English economic 
ture from Hales onward. 
* Fol. 71. 


Fol. 71-72, 
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for “all our { China ware,” the imports from Venetian mer. 
chants. or F wines. Still Grew does not seem to con- 
sider money a reign trade. Only “if the money or Bullion 
Export db which is Imported” will the nation be “heg- 
red by tra is arguments of the India Company, Grey 
ld not a ld had insisted that the India Company by 
exporting 1 goods and re-exporting them would bring 
back six tim y as had been originally exported. But 
Grew. writing hueen Anne, boldly denied the statement. I) 


i 


r the India Company had ever broug}t 
back specie | :2.°* On the subject of treasure, Grew js 
less doct st of his contemporaries. The Dutch, hi 
lieved, co whereas England could not. The explana- 
tion lav in tl which Dutch lands had been improved and 
3 ‘nglish lands and resources had been ex- 
, because it was the means whereby people 


might be em} yved, and resources exploited. When these 

en completed, then treasure could be ex- 
not « but to profit. For when lands were in- 
ved. and i, “Treasure would sometimes lye dead” un- 


If “merch be increased, not only must all “irregulari- 
ties” be overt ust be made “more easie.” By this curious 
expression G deal. In the first place it meant the elimi- 
f poly. For monopolies meant necessaril; 

To Grew monopolistic control over im 
rts of mat lisastrous results. First the manufactur 
would be at importer; secondly, having incorporat 


ensive n ufactured goods, the resulting high pric: 
ill “put a ¢ abroad.”® Grew therefore suggested that 
the Commiss ms should have power to set a price upot 
ds import Such a price should be equal or propor- 
| to tl broad. Especially should this parity b 

lv terials.™ 
Another 1 “merchantrie” could be made “easie” was by 
ening u .reas to all British merchants. A carefi! 
tudy should relation between the “stock” of a trading 


17th and 18th century mercantilists. This theor) 
Mercantilist Doctrine of Parity of Product 
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«ompany and the trade area allotted to it. If the area were found to 
bp Jess than the “stock” required, part of the “stock” would, in con- 
sequence, lie idle. Here was a form of economic waste which should be 
Jiminated. If, on the other hand, the area were greater than the “stock” 
‘ystified, another form of economic waste emerged. For, in that case, 
“ye must then Loose or Suffer to Lye Wast as to us all that part of the 
sranted Extent which the Stock Cannot Improve.” There were no 
bounds to Grew’s passion for productive efficiency. Unused factors of 
production at home or abroad, in his opinion, ought to be eliminated. 
For this reason, “Every Merchant in England should be free to Trade 
whereever any Company has not a Factory allready settled.” The 
purpose of all schemes to improve England’s “merchantrie” should be, 
not to promote the interest of any company but of England! By three 
ways, said Grew, could “merchantrie” benefit England: by exporting 
lomestic goods, by re-exporting imported goods, and by trading “from 
Port to Port.” 

The botanist-economist’s program for developing British foreign trade 
was therefore as extensive as his program for improving domestic natural 
resources and manufactures. Exports should be cheapened in price by 
increasing the number of producers and by preventing exorbitant prices 
from being charged for raw materials. ‘Taxes on trade should be held 
to a minimum.®’ The cost of ocean carriage should be decreased by 
imitating the Dutch type of shipbuilding; by repealing the act for- 
bidding the importation of Irish cattle (by the purchase of which the 
Dutch and French could victual their ships cheaper than the English) ; 
by repealing the Navigation act (which required British ships to be 
built of expensive material and to be manned by sailors receiving higher 
wages). Many other recommendations are included: erection of a 
Court-Merchant where differences between merchants, ship-owners and 
seamen could be promptly settled.®* Like Child, Grew thought that 
interest on money could be reduced by law. Customs, he argued, should 
be lowered and the national income, thereby lost, obtained from excise.” 
Especially upon luxuries and superfluities should heavy excises be levied. 

It seems doubtful whether Dr. Grew had any personal motive for ad- 
vocating these changes in the conduct of foreign trade. He does not 
seem to have been interested in trade. His advocacy of less monopoly 
does not appear therefore to be like that of North who was beyond a 
doubt an interloper. Grew, on the other hand, was the ardent champion 

‘ economic efficiency and national economic progress. 

* Fol. 7 

“Fol. 76. 
"Fol. 77. 
“Fol. 78. 

“This again shows the influence of Petty. 
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mprovement” which Grew advocated, }y 
ires, or “merchantrie” depended upon 

d Wales. Part IV of Grew’s manuscript 
ple’? and Chapter 1 presents the “Means 
said Improvements.” Lands and natura) 
no natural advantage without a sufficies: 
ds without as many hands as may sery 
capable of will become Bad as the Holy 
s70 


nada in Spaine.”*° Neither are manufac. 


ss a supply of artisans is available. “Tj 
all sorts of manual arts, to the public 
tion were ignorant of them.” Likewise. 
dependent upon people. Good harbors 
de without “a suitable number of peopl 
A nation’s population, its size and 
national economic progress. Grew put 
phraseology: “a multitude of hands 


to the Wealth and Strength of any 


labor power, in Grew’s opinion, could | 

| or create employment for the existing 
ite those occupations from which there is 
increase the total labor power of tlh 

rration. 

suggests many remedies. Beggars must 
ed a new supply of beggars.” All t! 
compelled to work."* Indeed, if Grew’s 
ut by the exploitation of minerals and 
yads, by enclosing and improving land, 
pbuilding and the expansion of “mer- 
one idle person in England or Wales. 
, culminates in the population problem. 
however, required direct legislatior 
rgued, led to a national loss of labor 
oolish revenge” but the “Kingdome is @ 
debtors” could be sent to work-houses 


ripted, neither of these remedies could 
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be applied to the idle gentry. In Grew’s opinion, with regard to idleness, 
“next to the Spaniard the English of most other Europeans are most 


; d, be shamefully Guilty.”"* ‘To cope with this problem was by no means easy, 

“pom + Grew, with his implicit belief in government interference, could 

“,. nevertheless suggest some restrictive measures. Gambling should be 


strictly prohibited; no person less than a peer should be permitted to 
keep hounds; persons who caused any damage to crops or property by 
hunting should be obliged to make double reparation. By these means 
and others, Grew was confident that a “useless and Destructive course 
of Life’ on the part of the gentry would be curbed. Indeed, rather than 
spend their time in idleness, the gentry would “bethinck themselves of 
Improving their Estates and Employing their Heads and Purses in 
some sort of good Husbandry, Manufactures or Merchandize.” Even 


natura] 
ufficient 
LY Serve 
Holy 
anufac- 
le. “Tf 
> public 


= the female sex, Grew believed, might be recalled to its ancient virtue. 

“nan Even more important than eliminating idleness was the necessity of 
Peon reducing the numbers of that great host of people who were engaged in 
secupations “useless and Detrimental to the Kingdome.”” In London 
on Jone, Grew enumerated 11,000 alehouses. If England’s population 


were fifteen times that of London, Grew estimated that there were prob- 
ably 184,000 alehouses in England. Fully three-fourths of these, he 
believed, could be spared.’® In addition to alehouse-keepers, Grew would 


of any 


_ iso suppress “tally men” who sold goods “to Poor Customers at Double 
weed ordinary Price to be paid in part weekeley.” In the same class of 
hg undesirables, he placed pawn-brokers, stock-jobbers, and quack doc- 
of the Ba rs.’ And of even greater moment, said Grew, “is the Reducing the Ex- 
‘bitant number of those who are employed in meer Selling Trades—a 

. a0 warm of Drones which are a far greater Burthen to the Nation than all 
ns = ur Beggars.” While all these unproductive middlemen ought to be lim- 

rew s 


ant din number, one group should be specially restricted: “those which 
‘Als and 


«ll Imported Manufactures.”** The reduction of the number of re- 
mnt, tailers would tend to increase the supply of artificers “one of whom adds 
f JUSY BM wore to the Public Stock than all the Retailers in England whose Busi- 
7 ness with Respect to the Publick is Money Misplaced and Time and 
robviem. 


Labour lost.”*® To increase the number of artificers Grew suggested 
that the period of apprenticeship should be reduced,* while to decrease 
“Fol. 86. 
Fol. 87. 


slation. 
f labor 
me is a 
-houses “Fol. 88. Since all drinking “above what is enough for Health and Vigour” was 
lered a public loss, if there were only 100,000 alehouses and if only ten shillings 
of ale “more than enough” were drunk weekly in each house,” it comes to 2 
1 and 600 thousand pounds yearly.” 
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the number « the apprenticeship should be increased to elevey 


years. 


Turning 
Pet ty belie. 


ns, Grew like his contemporary, Sir Willian 
ofession was overstocked. He considers tha 


there were at times as many apothecaries as necessary." (j 
barristers an rs there was also an oversupply. “The Professio, 
of the Law” , “is necessary and Honorable but such a Swamp 
must needs suppo rld of Ignorance and Iniquity.”** In fact, th 
oversupply « believed had perverted courts of justice to, 
“sort of ten: Serving to Rackett causes from one to another” 
Lawyers, in onsidered far less important from the national 
point of view ins. For while the latter “add to the Public 
the Heads and ] of those they Recover,” the work of the lawyers, he 
believed, mere! the lawyers without a corresponding social gai 
“as they ad peny to the Kindomes Stock.’** Still Grew did 
not recomm: cedure of Pedro the first King of Portugal who 
banished lav ; can spare a great many Tun to be trans- 
ported.”™* ] ber should be drastically reduced. This re 
duction coul | in two ways: by abbreviating the statute lay 
and by codif n law. When these reforms were instituted, 
“Pleaders w red to Argue from the Law it self and not fron 
the Preceder is to make as many Laws as Precedents.”” Two 
other sugges de, for reducing the oversupply of Lawyers: 
the creation gistry of land would reduce lawsuits; whik 
forcing Just Peace to handle controversies over debts not 
exceeding £1 likewise. If all these measures were to be e- 
forced, the « legal profession would be significant: “Thov- 
sands of the ] naturally fall into the Manufactury : 
the better si Merchantry of this Kingdome.”** Unproductiv: 
laborers wot roductive ! 

Finally, w :iployed were diverted into productive chav- 
nels and wh ployed in occupations yielding no benefit | 
the nation | luced to a minimum, any further increase oi 
labor powe1 1 upon procreation and immigration. To this 
matter Grew final chapter of his elaborate manuscript. T! 
chapter he « Of the Meanes of Multiplying Your Majesties P 
ple for the S; Progress of the Aforesaid Improvements. 

With ma efficiency as his goal, Grew considers 1! 
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»robable population which England could conceivably support. If 
Holland with 1,000,000 acres of land can support 2,400,000 people, 
‘hen England with 46,000,000 acres could support 110,000,000. But 
Grew wished to be conservative in his estimates. He therefore assumes 
‘hat if England were to be only one-half as densely populated as Hol- 
land, the desirable total population ought to be at least 55,000,000. 
\nd the task of those interested in England’s economic progress should 
to devise means of attaining this goal. 

Like the mercantilists, Grew advocated institutional changes which 
vould promote marriages. For if the state could create a situation which 
vould induce women to marry between the ages of 20 and 25, each might 
hear five or six children. Grew’s ideal was that all people, rich or poor, 
should be married before attaining the age of 25. His suggestions for 
accomplishing this are interesting but not original.** A state fund 
jhould be created out of which marriage provisions for “poor maids” 
could be obtained. This fund should be derived from excise, from 
«rvants’ contributions, from contributions of celibate clergymen, and 
from bachelors (a part of whose wages should be withheld by employers 
and put into the public fund).*® Since fellowships at colleges encouraged 
clibacy, Grew proposed to reduce their numbers.*® Bachelors should be 
bliged to pay four times as much in taxes as married men, and in the 
distribution of public honors, benedicts ought to be favored. 

In addition to encouraging an increase in the birth rate, there were 
three other avenues for increasing England’s population. In the first 
place, foreigners should be tempted to immigrate. ‘To husbandmen the 
tate could offer waste lands, to artificers high wages and the privileges 
of their craft, while “merchant strangers” should be naturalized. In the 
sxcond place, people should be kept from leaving their native country. 
Emigration to plantations should be restricted ;” the best way of doing 
this was to keep domestic wages on a par with foreign wages. In the 
third place, the state should do its utmost to preserve life and health. 
\ person saved was a person gained! The sick, said Grew, from the 
economic point of view, are worse than dead, since they are a private or 
publie charge. Quack doctors and apothecaries (a vicious tribe in 
Grew’s opinion) should be eliminated.*® Moreover, if the state would 
regulate the fees of physicians (graduated according to their experi- 

ce), medical attendance would no longer be prohibitive in cost. 


Fol. 102. 

“Cf. Stangeland, Pre-Malthusian Theories of Population. 
Fol. 103-104. 

” Fol. 105. 


This was the hue and cry of many 17th and 18th century writers. Cf. especially 
writings of Joshua Gee. 
“Fol. 109. 
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INTERNATIONAL CONTROL OF RAW SUGAR SUPPLIES 


he Chadbourne plan for the control of raw sugar supplies is an excellent example 

ts made by producers of staple commodities throughout the world to 

on an international basis. During the post-war period producers of sugar 

od other raw materials experienced great difficulty in judging the rate of recovery in 

the production of former belligerent countries, as well as in estimating changes in 

a ption. Cuba, the world’s largest sugar producer, restricted her output several 

;, but production elsewhere increased. Record low sugar prices in 1930 prompted 

roducers of the leading sugar exporting countries to enter into a five-year agree- 

t for restricted exports and limited price control. Although there are many ob- 

les in the way of successful operation of the plan, it is likely to be of considerable 

stance to producers without affecting adversely the interests of consumers. The 

| sugar agreement may be the forerunner of a new phase in international eco- 
mic codperation. 


I. Sugar: An International Problem 


Of the various attempts made recently by producers to control the 
of a staple commodity of international trade,’ the Chadbourne 

plan for the regulation of raw sugar supplies looms as the most com- 
prehensive and significant. It includes directly and indirectly eight 
countries with more than ten different production areas scat- 

d around the entire globe. The total output of the group constitutes 

ve than half of the world production of raw sugar. Far more im- 
ant, however, is the fact that practically all the countries of the 
\l which export any considerable amount of sugar are included in 


] 

nlan 
ps n. 
TT 


ere, then, is a daring scheme for the rationalization of a world-wide 
lustry. What are its prospects for success and implications for future 
velopment? Is it a transient expedient forced by the present world 
de depression and doomed to disappear at the first blush of pros- 
perity; or is it a permanent device born of increased complexity in world 
le and destined to usher in a new era of international economic co- 
eration. 


Reference might be made to the international negotiations in 1888 
|again near the close of the nineteenth century when an international 
greement was effected to abolish European export bounties on raw 


rar. 
Benjamin Bruce Wallace and Lynn Ramsay Edminster, International Control of 
Materials (Washington, D.C.: The Brookings Institution, 1930), pp. 13-17. More 
t developments in the international control of tin, nitrates, and rubber are given 
The Economist (London) of March 7, 1930, pp. 509-10, and in the New York 
'imes for April 8, 1981, p. 44. 
‘Charles S. Griffin, “The Sugar Industry and Legislation in Europe,” Quarterly 
‘nal of Economics, November, 1902, pp. 23-24. 
George Mathieson, “The Sugar Problem,” Economic Review, January, 1901, p. 21. 
John F. Crowell, “The Sugar Situation in Europe,” Political Science Quarterly, 
March, 1899, p. 91. 


Charles J. Welch, “Sugar—Prince or Pauper?” Harvard Business Review, Janu- 
ry, 1931, pp. 150-151. 
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Present Crisis in the World Sugar Trade 


sugar industry converges mainly in the cay 

Cuba. During the World War sugar was ration 
countries; but, nevertheless, the demand gy 
producer, was tremendous. From 8.8 millig, 
World War reduced European beet sugar pro. 
2.6 million tons.* In response to the war demanj 
from about 2.5 million tons in 1914 to approx: 


Su 

in 1919. In spite of the increased output, th ares 
in raw sugar in New York soared in May, 192, expal 
price of 22.5 cents per pound.* Cuban producers pillic 
dented prosperity which henceforth biased theif crop 
pansion of the industry. - 

s declined abruptly in the latter part of 1920 nilli 


de depression and the accumulation of stocks 
they remained profitable until 1925 for most 

intime protected European beet sugar pro- 
red, Java’s cane sugar output steadily in 


States in 1921-22 imposed higher protectiy 0 
producers expected a slow increase in produ- fH Cub 

nd the United States and, encouraged by a 5-cent i thar 
lecided to expand their 1924-25 crop. In the latt ches 
increased 8.6 million tons—an increase of 20M qs { 

un beet crop, 1 million in the Cuban crop, while sug 
ise came from the protected production o! tari 
Although statistical consumption showed a gain off ma‘ 
the influence of lower prices, a sufficient surplus dut 
October, 1925, to a 2-cent level.* Bri 

only two-thirds of the Cuban production, largely (u' 
profitable at 214 cents, and since the high-cost Hi wa 
from small Cuban-owned mills, the demand for | 

; immediate and insistent. Cuban control of rav io 
th a 10 per cent government restriction of th po 

1 to prevent the more efficient American-owned Li 

Problem in International Trade (Chicago: Universit an 

180, 185. pr 


The World’s Cane Sugar Industry (London: Norma 
of Germany, Austria, Belgium, 
the Netherlands, Sweden, and Norway signed the ci 

ve 1, 1903. 
» the Artificial Control of Raw Material Supplies, Xo 
Economie Society, October, 1930), p. 42. 
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vere curtailment of output followed the next year, but prices continued 
at about a 24-cent level. The 1927-28 crop was even more drastically 
restricted; while an Export Corporation was formed to sell abroad all 
sugar not taken by the United States, a device designed to enable Cuba 
to realize as much as possible the 20 per cent tariff preference. Prices, 
nevertheless, remained slightly below a 8-cent level. 

Sugar production outside Cuba neutralized most of her efforts to 
arrest the decline of prices. While Cuba restricted, other countries 
expanded. During the period 1925-28 Cuba reduced her crop from 5.1 
milion tons to 4 million tons, but at the same time the European beet 
crop increased from 7.1 to 8 million tons (its pre-war level), produc- 
‘on in the United States and territories increased from 2.9 to 3.1 
million tons, the Java crop increased from 2.3 to 2.9 million tons, and 
the combined crop of other countries increased from 6.6 to 7.9 million 
tons. In the face of growing opposition from the American-owned mills 
and increasing sugar supplies in other countries, in August, 1928, 
Cuban control was suspended.® 

Once more the sugar industry became an international problem. 
Cuba could produce annually from 5 to 10 million tons of sugar cheaper 
than all other countries except Java. But other countries did not want 
cheap Cuban sugar. Europe and the United States raised tariffs higher 
as the price of Cuban sugar fell and thus subsidized their own high-cost 
sugar industries. Not only did European beet sugar countries with high 
tariff duties almost entirely prohibit sugar imports, but also they 
materially checked their own domestic consumption with internal excise 
duties on sugar. Even England, the stronghold of free trade when the 
Brussels Convention was signed, now subsidized beet sugar production. 
Cuban restriction, therefore, without codperation from other countries 
was largely futile. 

When the International Economic Conference of the League of Na. 
‘ions met in Geneva in the summer of 1927, the Cuban delegates pro- 
posed sugar as a subject for discussion and study.’ The Council of the 
League referred the problem to the Economic Committee for investiga- 
tion and report. Essentially the disequilibrium in the sugar trade was 
analyzed as a too rapid increase in production, particularly cane sugar 
production. Before the World War both the production and con- 
sumption of sugar increased at a 8 per cent rate; in the post-war period, 
although consumption increased at a 414 per cent rate, production in- 
creased more rapidly. Since beet sugar production during the decade 


*Ibid., pp. 19-21. 

*Ibid., pp. 28-9. 

"League of Nations, Report and Proceedings of the World Economic Conference, 
1827 (Geneva: 1927), vol. 1, pp. 287-8. 
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nvention increased only 50 per cent, whereas Cap 


d 140 per cent, the present excess output wa; 
expansion of the cane sugar industry, Althoug), 
depended on protection and subsidies 
f production after the war rose as much as 17) 
tries, it was recognized that beet culture forme 
scientific rotation of crops, in the feed of 
pport of a dense agricultural population.' 


f the Economic Committee in 1929, a suggestio, 


rnational agreement to limit exports and produc. 


sugar countries.*° No action, however, by th 
ontemplated ; the initiative in reaching an agree 
oducers of the countries concerned. The commit. 
n of excise duties on sugar in order to stimulat 


4 


to recommend such action to the various 


ed 

| propaganda for the increased consumption o| 
es, as well as research to discover new uses 

ng the sugar situation. A central bureay 

ite sugar statistics was recommended by the 
onal agreement in the sugar industry was con- 

ised to scrutinize it in the interest of th 


Committee of the League of Nations studied the 
ndustry, producers began negotiations for ; 
Soon after the Cuban Export Corporation 
shipment of sugar to a British refiner at 
ping price—European beet sugar exporting 
| ready to negotiate. At a conference in Paris 
the producers of Czechoslovakia, Germany 
d a provisional understanding for the re- 
crop. 
ld not participate in the proposed agreement 
ined above a 2-cent level, their industry 
w variety of cane recently introduced in Java 
nt, since nearly the entire crop was mar- 
organization and, finally, since the markets 
expand, Javan producers considered their 
ide satisfactory. 
M randa Prepared for the Economic Committee 
Mr. F. O. Licht, and Dr. Gustav Mikusch (Geneva, 
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Cuba failed, as stated previously, to restrict her 1928-29 crop, and 
consequently the above agreement was never enforced. Rapidly the sugar 
‘ndustry approached a crisis. With unrestricted production, Cuba’s 
output climbed back to its former 5-million ton level while the European 
beet sugar crop attained a new record of 814 million tons. In New York 
price of Cuban raw sugar declined in June, 1929, to 1.75 cents per 

ind. Confronted with the severe price decline and a probable increase 

the United States tariff on sugar, both American-owned and Cuban- 
vned mills agreed to the resumption of government control over the 
sugar crop. 

In the summer of 1929 the Cuban government established a com- 
pulsory marketing organization or single selling agency for the entire 
1929-30 crop.”* Negotiations for an international agreement were re- 
sumed with European producers. Even though world production fell off 
lightly, the new Cuban crop of 4.7 million tons plus the carry-over 
from the previous year made low prices inevitable. The single selling 
gency, however, held out for 2 cents until insufficient finances in April, 
1930, compelled its total abandonment. 

Prices of Cuban raw sugar per pound in New York sank to a 1-cent 
level in the autumn of 1930, or about 14 cent below the previous low 
record of 1902, and remained near 1.80 cents throughout the remainder 
of 1980 and the beginning of 1931. Even Javan producers were now 
nxious for an international agreement to control raw sugar supplies. 
The time seemed ripe for a new Brussels Sugar Convention. 


III. The Chadbourne Agreement 


\merican investors in Cuban sugar property were interested neither 
in Cuban sugar restriction nor in international sugar codperation until 
ices descended and persistently remained below a 214-cent level. Most 
of the American-owned mills and a few of the larger Cuban-owned mills 
ould produce profitably in recent years whenever sugar sold above 
21, cents. If prices did remain unprofitable for several years, the 
\merican-owned mills with their more adequate financial resources could 
survive the slump. Until the marketing control of 1929-30, Cuban crop 
regulation was a measure for the relief of the high-cost Cuban-owned 
ils—a measure opposed by the American interests as an obstacle to the 
ination of inefficient producers. 

Some financial assistance from American capital was indispensable to 
ny effective plan of Cuban sugar control. Practically all the Cuban 
banks failed in 1921 or in subsequent years, and henceforth, crop 
neing was confined to American banks or sugar merchants. Because 
low prices, the new United States tariff, and the apprehension that 
* Ibid., pp. 30-85. 
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even more dra vernment intervention might ensue, the America; 
interests in 1929-30 supported the unified marketing scheme, Little 
financial aid ver, was rendered by American capital to make th 
scheme a su [ts failure and the continuance of prices unprofitabl 
for nearly a cers in Cuba prompted the American interests 
take an acti negotiations for international control of ray 
sugar supplies 

American ] cipation in international sugar negotiations began jy 
August, 1930 h the formation in New York of a special committs 
to finance Ri purchases of Cuban sugar and to urge all important 
sugar producil tries to codperate on exports, output, and tariffs, 
The committ sented American and Canadian banks, the Amer: 
can-owned sug ; in Cuba, and the Cuban-owned mills.”* Its chair. 
man, Thomas L. Chadbourne, a member of a New York law firm, had 
important in’ s in sugar. Henceforth, the American-Cuban jp- 
terests, led by Mr. Chadbourne, were the prime movers in plans for a 
world sugar 

An unders gentleman’s agreement between the sugar pro- 
ducers of Cuba e of the United States was the first achievement 
of the Chadbourne Committee.** During the five years 1981-35, inclu- 
sive, Cuban prod s promised to limit exports to the United States 
in the first y ) 2.8 million tons, to increase the quota in the next 
two years only | :mount equivalent to the increase in the American 
consumption of nd in the last two years of the agreement to 
share equally vy producers of the United States any increase in 
American co! tion. Except for the last two years of the agreement, 
producers of | United States were to restrict their output to the 
1929-30 level. 

A material 1 of Cuban sugar exports to the United States 
was involved the promised quotas. Since Cuba for several years ex- 
ported on the a bout 8.8 million tons of sugar to the United 
States, the 2.§ ton quota represented roughly a cut of 1% million 
tons annually. 7] rar exports to the United States in 1930, hov- 
ever, were only 2.4 million tons. Because of the weak demand and thi 
sugar stocks alread the United States, as well as other factors, 
Cuba later decided n export quota for the United States in 1981 of 

% New York 7 s, August 8, 1930, p. 8. The banks represented included The 
Chase National B [The National City Bank; Hayden, Stone & Co.; and The 
Royal Bank of ¢ (ll were interested, either as investors or lenders, in Cuban 
sugar property 

* Internationa Tournal, February, 1931, pp. 57-58. The gentleman’s agrec- 
ment applied to t | cane sugar producers of continental United States and 
the cane sugar f territorial United States—Philippines, Hawaii, and 
Porto Rico. Ap n informal understanding was attempted in order ‘0 


avoid prosecuti« ti-trust laws of the United States. 
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ply 2.5 million tons.** Although the reduced quota still exceeded the 
sports to the United States in 1980, a normal increase in demand was 
xpected to remove the discrepancy. 
Stabilization of the American market was quite essential to Cuban 
gar control. Not only was Cuban limitation of exports to the United 
tates necessary in order for Cuban producers to realize as much as 
possible the 20 per cent tariff preference, but also it relieved the pres- 
sure of low sugar prices on American producers—a pressure which 
otherwise led to demands for higher tariffs on sugar imports. In regard 
to future production, there was little likelihood of any increase in the 
bect or cane sugar output of continental United States; but increases 
the duty-free supplies, especially from the Philippines, seemed 
probable. The Philippines, however, were willing to limit their sugar 
industry because its growth made the attainment of political inde- 
yendence from the United States more difficult. 
~ Assured of stability in the American market, the Chadbourne Com- 
mittee turned to Cuba for enforcement legislation. A law of November 
15, 1980, authorized the creation of a National Sugar Export Corpora- 
tion to take over not more than 1.5 million tons of accumulated sugar 
stocks.”® Only one-fifth of the segregated surplus (1.3 million tons were 
actually segregated),*’ or 260,000 tons, was to be sold annually during 
i five years 1931-85 and that amount outside the United States. Pay- 
ent for the segregated stocks was provided in the form of 51% per cent 
government bonds at the rate of $4 ~ bag (825 pounds—equivalent 
above 1.35 cents per pound c. and f. New York). To make the pay- 
ment, a $42 million bond issue, secured by the general obligation of the 
Cuban government, the segregated sugar, and a special sugar tax was 
legalized.?® 
The owners of the segregated sugar were not to receive immediate 
iyment in bonds, but in “deposit receipts” which entitled them to the 
nds held by a trustee. The Chase National Bank, which was selected 
by the President of Cuba as trustee, could in the course of one year 
fer them for sale, the proceeds of any sales to be distributed propor- 
tionately among the holders of the deposit receipts. Since the owners of 
the deposit receipts were entitled to share in any profits realized, holders 
of receipts were expected to leave their bonds on deposit until higher 
sugar prices increased their value.**® The trustee device was employed to 
see About Sugar, March, 1931, p. 99. 
‘acts About Sugar, December, 1930, p. 810. A complete official translation of 
‘uba’s Sugar Stabilization law is given on pages 839-44. 
“New York Times, October 19, 1980, p. 16. 
. “Cuba’s Sugar Stabilization Law, chapters 1 and 2. The special sugar tax was 
‘ cents per bag on all sugar produced in the period 1931-35, and 50 cents per bag 
lor the years 1936-41. 
“New York Times, October 25, 1930, p. 26. 
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prevent con diate sale of the bonds by those entitle 
to them, as nit their listing on the New York Stock ME? | 
Exchang 

Cuban su: r the new plan was well supported by th. A 
New York | the Chase National Bank acted as trust e, iB 
it could ma vest in, the bonds. In fact Mr. Chadbour, 
report d tu f Cuba in March, 1931, that New Yo k Jav 
banks wer e advances up to 80 per cent against }] 
bonds.” At 00 was to be realized from the bonds to supp); vv 
the Cuban ( working capital. Already the Chase Ne. 
tional ban! 10,000 to the Corporation.” Selection of +) su 
National ( il agent to receive the proceeds from {| | 
special tax ir, completed the financial arrangements. 

Crop r ; were included in the Cuban Stabilization t 
law. The P Cuba was given the power to regulate the sir 1 
of the suga the approval of 65 per cent of the produ 2.4 
ers represel nt of the island’s production. Similar powers \ 
applied to were restricted, mill quotas were to be fi 
by the Exy n with the approval of the President. A specia! 
tax of $25 posed on the output of any new mills con- 
structed d rs of the agreement. 

Actual 1 1930-81 crop under the stabilization lay 
was the m tempted in Cuba.** The total output was 
limited to 3 ompared with 4,671,000 tons in the pr 
ous year. A , exports to the United States in 1931 wer , 
set at 2,577 1930-31 crop, 150,000 tons were reserved S 
for home c 395,000 tons were to be exported to coun- 
tries other 1 States. Each year, of course, exports out- : 
side the U1 1ugmented by one-fifth (260,000 tons) 
the segr [he total exports, then, outside the Unit bel 
States ame ) tons for 1931 as compared with 1,028,000 
tons in 19 latter years of the agreement, total Cubar 
exports o1 1 States were not to exceed 855,000 tons. 

After t Cuban Stabilization law, the Chadbourne 
Committe: ns immediately with Javan and Europeai 
sugar prod | by the understanding with the producers i 
of the Un he segregation of Cuban surplus stocks, tl , 
committe le bargaining position. If the other producers 
proved r Cuban Export Corporation could dump sug 

J r 25, 1930. 

Facts , 1931, p. 104. 

2 Comn Chronicle, March 14, 1931, p. 1896. 

3 Cor Chronicle, February 7, 1931, p. 927. 


1931, pp. 639-40. 
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» their markets. Since prices, however, were now considerably below 
. nts, a level unprofitable even for Javan producers, the dumping 
t remained largely in the background. 
At a conference in Amsterdam with the Dutch owners of the Javan 
var mills and plantations, the committee after ten days of discussion 
Lined on December 8, 1980, a promise of a five-year restriction in 
Javan sugar exports. The Javan crop for the last three years was ap- 
oximately 8 million tons, of which 2.7 million tons were exported and 
390.000 tons consumed domestically. Exports of new crop sugars were 
restricted to 2.2 million tons annually for the period 1931-35. 
surplus stocks to the amount of 500,000 tons were to be segregated and 
iat the rate of 100,000 tons annually. Because of the expanding 
ts for Javan sugar in the Far East, a yearly increase in exports 
‘100,000 tons was allowed for the last four years of the agreement. 
Total Javan exports, then, were not to exceed 2.8 million tons in 19381; 
24 million tons in 1982; etc.” 
On the day following the successful termination of the Javan negotia- 
, the committee proceeded to a conference in Brussels with the pro- 
rs from the chief European beet sugar exporting countries. There 
ncountered a serious difficulty in the form of an unexpected increase 
in the 1930-31 German sugar beet crop. Germany objected to the com- 
tee’s proposal of European export quotas based on a 15 per cent 
tion of the 1929-30 exports. Germany exported only 235,000 tons 
f sugar in 1929-30, but largely because of favorable weather condi- 
ns an export surplus of 800,000 tons for 1930-31 was anticipated. 
exports are essential to reparation payments, Germany insisted 
higher quota. Seven days of argument failed to bring a compro- 
se, and on December 15, 1930, the conference adjourned sine die. 
Some progress, however, toward an international agreement was made 
the conference ended.** Provisional export quotas for the five 
s 1931-35 were agreed upon for the various countries, except Ger- 
ny, and were to become effective should the committee within the next 
nth obtain Germany’s adherence to the plan. A week before the time 
expired, the committee and the German producers did reach a 
omise. Since the German demands were largely met, Cuba and the 
European producers agreed to a reduction of their quotas in order 
‘ no total increase might occur. The modified Cuban restriction, 
ously mentioned, allowed for the increased German quota. 
The European export quotas embodied in the final agreement imposed 
for five years a substantial limitation on sugar exports.”* Germany was 
ed a 500,000 ton sugar export in 1931; 850,000 tons in 1932; 
t (London), January 10, 1931, p. 56. 


national Sugar Journal, February, 1931, pp. 57-59. 
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and 300,00¢ for the last three years of the agreemen: 
For the five yvakia, Poland, Hungary, and Belgium wer, 
allowed an f 571,000; 309,000; 84,000; and 30,000 top: 
respectively red with the total sugar exports of 1,445,009 
tons for thi 129-30, the restricted exports for the first yea, 
of the agr 1 an increase of 50,000 tons. Nevertheless, A 
material red prospective 1930-31 crop export was accop- 
plished. Dun ind last three years of the agreement, total 


51,000 tons, respectively, below the 1929-3) 


exports wel 


export level. 


Apporti port quotas among the producers of the leading 
sugar expo! laid the foundation for a control of the world 
raw sugar s lid not complete the task. In order to make 
the quota s: , it was necessary to provide penalties for nop- 
enforcemen rice policy for the five-year period, and ty 
establish a1 body to oversee the actual operation of th 
plan. The fi mittee was the formulation of a permanent 
contract wi! nly contain the export quotas, but also would 
embody th ovisions. For that purpose the committee on 
March 30, 19 1 a general conference in Paris.” 

Before tl nvened, three of the countries besides Cuba 
prepared t iota limitations. In Java a new producers’ 
association bout three-fourths of the industry was formed 
to carry 0 | quota limitations. One of the three largest 
companies it the Javan government supported the new 
association 1 enforcement legislation. All sugar exports wer 
prohibited u : any violation incurred the penalty of a fi 
and impris | r to apportion the limited exports, an ad 
visory com! lucers’ association was to assist the govern 
ment in fix as. Similar action was taken in Germar 
and Poland 

After th had been definitely inaugurated, the crucial 
issue for t nce was the price policy to be followed 
Since the J ers had the lowest costs, they wanted the wh: 
sale price « t 2 cents per pound. They outlined a plat 
whereby a ‘ease in the export quotas of all countries 
would be a urse of a year when the price of sugar pe 
sisted at a % [They argued that any increase in prices abot 
the 2-cent | 1 to stimulate expansion of the sugar industr 
in countri the agreement. 

* New Y 31, 1931, p. 20. 

* Facts A 1931, pp. 153-55; International Sugar Trade Jo 


April, 1931, 
New 80, 1931, p. 10. 
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ement, The Cuban interests, on the other hand, objected not only to the 
ce of 2 cents, but also to the principle of a fixed price. A 2-cent price 
‘or sugar was not profitable for Cuban producers; they wanted at least 
91, cents. If the price, moreover, was set at a 21%-cent level, they argued 
it should remain fixed for only a year instead of for the five years 
the agreement. Greater flexibility in the price policy, they argued, 


Were 
10 tons 
45,000 
year 


less, a 


A 

1d allay criticism on the part of consumers. The European pro- 
, total incers concurred in the opinions of the Cuban interests.** 

929-3 


‘ompromise of the price issue on April 10 was eventually con- 
t stipulated that whenever the world price of raw sugar rose 


leading to 2 cents per pound (now about 1.20 cents), a 5 per cent increase in 

> World MM 1) export quotas would automatically be applied by an International 

D make 


»ar Council. If the price continued upward and reached 21, cents, a 
her release of 214 per cent was left to the discretion of the council. 
event that prices attained a 214-cent level, an additional 5 per 
cent increase in export quotas was automatically allowable unless the 
incil had already granted the optional 214 per cent increase. If 
optional increase had been exercised, only a 214 per cent increase 
rt quotas was obligatory at the 214-cent level. Above the price 
cents, the council was to decide if further releases should be 
to prevent undue expansion of the sugar industry. 

Although the 2-cent price selected for the first release favored the 
van interests, the small releases authorized thereafter were con- 
sidered insufficient to prevent a strong demand from forcing the price 


IT non- 
and to 
of the 
manen 


formed 


he new the 214-cent level demanded by the Cuban interests. If the small 
an ses did prevent a rise in price, it was a good indication that stocks 


ilready too large for the demand. The use of a flexible rather than 
| price was a concession to the Cuban interests. 

dministration of the five-year quota system was placed in the 
of a permanent International Sugar Council located at The 
. While each of the seven countries was allowed three members, 
1 was given 35 votes, Java 30, and the European countries 25 
‘zechoslovakia 8, Germany 6, Poland 6, Hungary 38, and Belgium 2). 
| important questions of policy and prices, a vote of 55 was re- 
d for a decision. Since the council was stipulated to meet only four 
s each year, the executive chairman, general secretary, and office 
if were assigned the routine and daily tasks of administration. 

The final contract which embodied the export quotas, the price 
liey, and the administrative mechanism was signed on May 9, 1931, 
‘ Brussels by representatives of the producers of Cuba, Java, Ger- 
ny, Poland, Czechoslovakia, Belgium, and Hungary.” It represented 
"New York Times, April 2, 1981, p. 6. 

_ Facts About Sugar, May, 19381, p. 191. 

w York Times, May 10, 1931, p, 16. 
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Imost one year of continuous negotiation, 
is groups of producers with the aid of thei 

o meet the export quota requirements befor. 
d and it makes the quotas retroactive to the 
op year.** Approximately 80 per cent of th: 


orld are furnished by the signatory countries, 


n the meantime, may join. 


uation of the Chadbourne Plan 


arise in an evaluation of the Chadbourne 
spects from the standpoint of the producers 
of the new international sugar agreement: 
ls for the producers will it affect adversely 


uestions, some contrasts between the recen} 
ls Sugar Convention of 1902 are significant 
ion initiated and concluded by interested 
srreement is a commercial contract, the par 
1 sugar producers in various countries. 
incidental and on a national basis. T} 
attempted in the sugar industry is mor 
under the Brussels Sugar Convention. To 
rar exports of the world is a much more dif- 
olition of bounties on the sugar exports 
ies. That the solution of so vast a problem 
through ordinary business channels, is 
international economic coéperation. 
an international economic problem augurs 
al complications are added to the alread) 
Negotiations are carried on, agreements 
xecuted by the direct action of producers 
in, and consequently keenly alert to, the con- 
Not only are costly delays minimized, but also 
lated. Sound policy and advice were ex 
Committce of the League of Nations in its 
ducers to solve their own problems. 
cord is primarily economic rather than 
be easier to overcome, namely, the absenc 
countries from the agreement. Russia, f 
Last year Russia was mainly a sugar import 
rts totaled more than 800,000 tons. Domestic 


1931, p. 191. The current crop year begins for 
1, 1930; for Cuba on January 1, 1931; and for Java 
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oar consumption, however, was rationed, and about 120,000 tons 
fs 1.*° Part of the exports, sold at dumping prices, 
larmed European and other sugar producers. This year, 1980-31, 
‘)o Russians plan a large expansion in their sugar beet crop. While it 
prove difficult, even impossible, to obtain Russian adherence to 
‘sugar contract, it certainly would be more hopeless if the agree- 
+ were a political pact, negotiated by the respective governments. 
Qther sugar exporting countries outside the world agreement are 
Peru and San Domingo. Last year each of them exported about 300,000 
; of sugar. Their support of sugar restriction will be solicited, but 
: inclusion is less important to the success of the agreement, which 
presents 80 per cent of the exporting producers, than the tariff 

ey of other sugar producing and consuming countries. 
Sugar is a favorite object of taxation and protection. Within the 
six months, five European countries and British India raised their 


were exportec 


luty on raw sugar imports; several other European countries 
sed their sugar subsidies. In one European country the sugar 
was abolished, but elsewhere in Europe sugar excise duties remain 
rule. There is little hope for expansion in European sugar markets 
facilitate the sale of surplus sugar segregated under the five-year 
ereement.*® 
The increases in tariffs and subsidies, on the other hand, except in 
instance, are not likely to lead to any expansion of the European 
rar industry, but are merely for the protection of the existing in- 

lustry. In fact, special safeguards against expansion are provided ‘n 

t least two of the countries, while two others will restrict slightly the 

1930-81 crop. Austria, the one exception, plans a 17 per cent increase 

her sugar beet crop. Even though the increase is realized, it will 
pply only about 90 per cent of the Austrian sugar consumption. 

While tariffs, subsidies, and excise duties constitute a real menace to 

control of world raw sugar supplies, successful control, which pre- 
ts extreme price declines, will lessen the need for higher tariffs and 
r aids. 

Undoubtedly the greatest obstacle to successful codperation under the 
ational sugar agreement is the diversity of economic conditions 
prevails in the signatory countries. In Cuba the drastic crop 

restriction now in force places a heavy financial strain on the small 

ich-cost mills. Since most of the small high-cost mills are Cuban- 
ned, strong pressure is brought to bear on the Cuban government to 
low a minimum sugar quota to all mills before applying any percent- 

restriction. The large American-owned mills, of course, object to any 


“Dr. Gustav Mikusch, “Sugar Industry in the Soviet Union,” Facts About 
S April, 1931, pp. 149-51. 
“Facts About Sugar, April, 1931, p. 153. 
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minimum qu ss the world agreement is effectiye ;, 

g the next few months and unless adequate 

Suenctel ass riven to the Cuban-owned mills, Cuban suger 
d by political disturbances.” 


improving su 


control is hk 
In Java lition renders sugar control precarioys 
As already ourth of the sugar industry objected t, 
the internati at. Their objection was based largely on th 
rs to carry over surplus stocks. Althou)) 

zar industry has participated in a mar. 
World War, until the last few years jj 


followed stri selling all sugar from one crop before th 


reluctance of 
practically 
ke ting assoc 


next was rea cet 


The carry ir in recent years provoked severe crit}. 
cism, partly lack of warehouse facilities, and partly be 
gar brokers to codperate. When the pro- 
ks for higher prices, the brokers refused 


to buy except ls which increased the cost of the carry-over. 
Since the bri 


quantities and then distributed their 

purchases am is small dealers throughout the Far East, 
iation to sell directly. Unless the segregs- 
Java is more skillfully managed, Javar 
sugar contr e tol ted. 
Differences production among the signatory cow 
tries constitu ficulty 


cause of the 


> 
duce TS aAass( 


it was imposs 


tion of surpl 


in the path of successful interna 
ban mills can produce as cheaply as t! 
‘uban producers have higher costs tha 


the Javan p ropean producers, of course, have t! 
highes three groups are united by the con- 
mon conc 


able. Unde r 


hat nearly all production is unprofi- 


of control raw sugar prices may ris 


above 2 cent 


Javan producers are no longer inter- 
pric 
other hand, improve the efficiency 
r or two, they would vote with Javan 
and lower prices, instead of with ¢! 
restriction and higher prices. If condi- 
rove, either because of lower costs or 
us price policy will keep together for 
divergent economic inter- 


influence of the international agreement 


h, 1931, p. 100. 
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| probably show a moderate increase. Under the terms of the agree- 
,pproximately 2 million tons of accumulated sugar stocks are 
wn from the market and future increases in production in the 
pal sugar exporting countries are limited to increases in demand. 
utho1 ity estimates that there will be in 1930-31 a net world sugar 
:arket of 4.8 million tons, and that under the Chadbourne plan 

: yorld sugar exports will total about 5.3 million tons as compared 

‘}) 9.2 million tons without restriction.*® Since the existence of ac- 
lated sugar stocks is one of the most depressing factors in the 

lesale sugar market, their segregation and orderly sale over a period 
five years will gradually improve prices. 

Only a slow upward movement in price is probable. Raw sugar deal- 
‘cause of the risk involved when accumulated stocks are under the 
| of producers, are likely to continue for some time to buy only 
mediate needs and to replenish their stocks, if at all, very cau- 
y. To the extent, however, that present low prices are the result 

xcessive supplies, current consumption under the restricted export 
will in time increase prices even though wholesale dealers refuse 

“arry stocks. 


houd| 
A Mar- 
ars jt 
re 


prospects for only a moderate increase in the price of raw sugar 
e Chadbourne plan is further substantiated by the present state 
nand. Part of the explanation of the present low price of raw 
r is found undoubtedly in the generally lessened demand, due to 
world-wide business depression. * Not only is the demand for sugar 
inelastic, especially at low prices, but also the general trade 
ine seed s directly and indirectly the use of sugar. In the last few 
ws small sugar stocks frequently depressed prices to very low levels, 
ly because the normal statistical demand did not exist. 
Any considerable and immediate improvement, therefore, in the price 
raw sugar cannot be based solely on a restriction of supply to meet 
resent and anticipated future statistical demand. Over a period of 
the average yearly consumption of sugar may increase, but con- 
ion in the next year or two may increase, if at all, less than the 
The Chadbourne plan is likely to succeed in raising the price 
f raw sugar to a 2-cent level during the first year of the arrangement; 
increase above that level is extremely problematical. 
r costs of production in the sugar industry during the next five 
l assist sugar producers, as much, if not more, than improve- 
| prices which result from the international sugar agreement. 
st instance there is a tendency for crop restriction to increase 


C. Prinsen Greeligs, “Chadbourne Plan’s Effect on Supply,” Facts 
y, 1931, pp. 193-194; 206. 
, “The World-Wide Depression of 1930,” American Economic Re- 
ent, March, 1931, pp. 176-77. 
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costs; but, n prices, it stimulates efforts to lower 


Substan e sugar industry appear imminent jn th 
creater us | improved varieties of cane. A new variety 
producers increased the yield in recent years 


from 25 t same variety appears to be successfy! in 
Louisiana lsewhere will reduce production costs. By 


most 1m] ne harvester, which operated successfilly 
in Florida son, will materially lessen costs of cang 
harvesti! cultivation, heretofore a laborious hanj 
process, ¥ borious and costly in future years by the 
more gen | blocking machines.** 
As a gar industry to adjust itself to lowe 


price | | sugar agreement should prove usefy 


Immediat | force out some inefficient excess capacity 
and will « of more efficient units of production, 
Even tho improvement follows, it will save pa 
of the ex will probably be needed in the near futu 

 ahetokt regation of surplus stocks will involve g 
heavy fin s the only effective way to stabilize 

industry « scattered producers and subject to chang 
ing climat reservoir of sugar stocks is maintained, 


no adjt le to the market; no price stability is | 
sible. Und rent the maintenance of such a reserve 
is facili vcation of the producing areas which re 


duces the pread crop failures and varies the time of 
harves 

Whil r agreement should prove useful to 
sugar p ffect adversely the interests of 
sumers.** raw sugar prices are likely to rise slightly 
fre pi ler the influence of the agreement. But 4 
higher st five years may not exceed the averag 
very low led by much higher prices later. Wit! 


sugar co xcess capacity would be eliminated and 10 
reserve W l. When price s finally improved becau 
luced urn of normal demand, they would ms 


much h loy control. The industry would be w 
to resp rices would rise even higher. An w 


™ Fact , 1930, p. 699. 
John | ions of the Restriction of Agricultural Outpu' 
American lement, March, 1981, pp. 116-18. A monop 
combinat ntries might, of course, extort very high price 
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inated sugar industry tends to accentuate its own difficulties and 
eby augment average prices to the consumer. 

xv nopolistic price extortion under the international sugar agree- 
is extremely improbable.** To obtain any marked increase in 
ces, would necessitate a most drastic curtailment of exports and 
production. Such a curtailment would increase production costs, par- 
vicularly of efficient mills using proportionately more machinery, and 
iid be opposed by them as well as by the small firms actually squeezed 
#. At the same time monopolistic prices resulting from the drastic 
surtailment would stimulate producers outside the agreement to in- 
ease their output, would provoke tariff retaliation on the part of 
car consuming countries, and would incur the condemnation of the 
of Nations and other agencies of public opinion. International 
trol of raw sugar supplies may suggest world monopoly, but the 
yted exercise of monopolistic powers would insure the ruin of it. 
an experiment in international economic codperation, the world 
r agreement, regardless of its ultimate outcome, presents a sig- 
, nt test. If it fails as an emergency measure in the stabilization of 
nvolt | portant staple of world commerce, similar plans for other indus- 
bilize qamgtries will not be attempted; and added weight will be given to the argu- 
nt of those who maintain that the control of fundamental economic 
ments is useless and unwise. If, on the other hand, the plan suc- 
; an emergency measure for the stabilization of the sugar in- 
, as the present writer believes quite probable, its wider applica- 
ill follow and a strong impetus will be given to the movement for 

tional organization of international industries. 


Currorp L. JAmMeEs 
State University 


York Times, November 24, 1930, p. 10. Professor John Dewey, president 

le’s Lobby, in an open letter to President Hoover protested against the 

York banks’ assistance in Cuban sugar control partly because it might rob the 
in consumers. 
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OMMUNICATIONS 
Cost: Marshall’s Criticism of Jevons 


ost has come into such general acceptance 

service even from economists who do no 

are still a good many who argue that the 

he cost of production in a sense analogoys 

do. 

h land is so unequally adapted to differen: 

to its best use of little or no significance, 

» them that some labor, also (as well as som 

pted to different lines as to make any alter. 

no significance. When a piece of land has alter. 

them is just as significant, so far as supply 

mong different occupations of a worker wh 
mong which he may choose. 

ns to have confused Marshall—arises from 

of land use, extensive or intensive. The whole 

s margin is said to resolve itself into wages 

pecific kind of goods competitively produced 


n, and rent is said to be a result of the price 


the relationship appear to be innocent of any 
on can as justifiably be turned completely 
ble to picture to ourselves a no-wages margin 
ble into interest on capital and rent of land 
y the reader will be able to see that we can 
rgin where the entire price is resolvable into 


ur at this point, contending that while ther 


lds no rent, there is no marginal labor which oa 
person remember, however, that for over - 
laid stress on the intensive margin of land “ 

“dose” of labor and of capital to an - 
iece of land adds nothing to the rent but 


rest. And the same principle can be applied 
not be any laborers who will work for noti- 
es of labor which yield no wages. To us 
nsively without adding to rent is mere! 
to this piece of land when the added produd 
wages and interest. Likewise, to use a givet 
without adding to wages is merely to app'y 
:mount of labor when the added product s 
nt and interest. The labor is paid no mor 
nd and capital and so its product is larget 
t all goes to pay rent and interest. The labor 
nse analogous to that in which land is sa 
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vhen more land and capital are applied to 
harder. In regard, therefore, to intensive 

of the product of industry that includes » 
e, a part that includes no interest), jus! # 
ludes no rent. 
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\]| this may be said to be commonplace. Yet apparently some economists 
, ean see the basic principle involved, when they are explaining interest, 
«ages and rent by the marginal productivity analysis, can be entirely ob- 
vious of it when they are explaining commodity price. That is why they 
: ome that price always includes wages and interest although admittedly 
the price of a part of the product contains no rent! 

It is this error—for surely no economist who really sees the entire picture 
«ill deny that it is an error—which invalidates Marshall’s criticism of 
Jevons on rent and the expenses of production. Marshall, in an extended 
fotnote on rent and price, concludes as follows: 


Jevons asks (Preface to Theory of Political Economy, p. liv): “If land which 
been vielding £2 per acre rent, as pasture, be ploughed up and used for raising 
cheat, must not the £2 per acre be debited against the expenses of production of 
t2? The answer is in the negative. For there is no connection between this 
ticular sum of £2 and the expenses of production of that wheat which only just 
bavs its way. What should be said is: “When land capable of being used for pro- 
ing one commodity is used for producing another, the price of the first is raised 
the consequent limitation of its field of production. The price of the second will 
e the expenses of production (wages and profits) of that part of it which only 
pays its way, that which is produced on the margin of cultivation. And if for 
urposes of any particular argument we take together the whole expenses of 
production on that land, and divide these among the whole of the commodity 
roduced, then the rent which we ought to count in is not that which the land would 
pay if used for producing the first commodity, but that which it does pay when used 
for producing the second.” 


In the light of the analysis presented at the beginning of our discussion, 
Marshall could with equal cogency—no more and no less—have criticized 
some one who argued that wages receivable in an alternative line should 
be debited against any product, and in the same words, thus: 

“The answer is in the negative. For there is no connection between this 
articular sum of £2 (wages) and the expenses of production of that wheat 
which only just pays its way (contributing nothing to wages ).” 

Similarly with the next sentence. Why might not Marshall as well have 
said: 

What should be said is: “When labor (or capital) capable of being used 
for producing one commodity is used for producing another, the price of the 
first is raised by the consequent limitation of its field of production’ ”? 

\nd as to the next sentence after this one, might not Marshall as well have 
Said: 
lhe price of the second will be the expenses of production (rent and 
fits’) of that part of it which only just pays its way, that which is 
produced on the no-wages margin of labor production”? 

And so we might go on to the end. 
There is no intention here to go into an analvsis of opportunity cost or a 
fense of it. Competent economists have analyzed and expounded it and, 
Properly interpreted, it needs no defense. The present purpose is merely 
w that such an attack as Marshall levels against the opportunity-cost 
as applied to rent has neither less nor more validity against the 
rtunity-cost theory as applied to wages or interest. The opportunity-cost 
ry either is not or it is a formulation which helps us better to understand 
peration of the market and the forces lying back of it. In either case it 


‘Principles of Economics, 8th ed., London (Macmillan), 1920, p. 487. 
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C t of Welfare: A Comment 


re the Jen f the American Economic Review Professo, 
A. B. Wolfe raiss question of welfare in relation to economic 
study. Waivin , to the respective jurisdictions of price or 
‘are economics, there still remains the ad- 
nitted imp f the content of welfare. That this is , 
baffling one, a e field seem agreed. They point out, as dp 
J. A. Hobson , the varying underlying philosophies which 


nd in the us of opinion as to what, properly, the term 
Now this ta mists do not formally acknowledge as their 
own, prefer: ibor in which the job is passed on to more 
eager minds. \ on of labor is wise is a current debate ip 
economic liter ; frequently overlooked is that, by a curious 
inversion of rk of the price or theoretical economists is the 
unavoidable b ry welfare definition. For the difficulty in 
defining welf what most writers stress—that of achieving 
1 consensus | er, granting a unanimity of judgment, that 
no definition, st metaphysical sense, can have meaning 
onomists are constantly telling us, mos 

; y, what specific modifications in the direc- 
1 of welfa range of possibility and thereby are making 
the really sul n of outlining the content and scope of wel 
fare. After a tive concept, something we can have more 
wr less of, at ture, intellectually superimposed on cor 
flicting econ 1 not speaking as a representative of tl: 
price econon possible that much of their dissatisfaction 
: is failure to recognize that all welfar 
roposals mus nditioning economic realities. 
Professor the economist chooses to remove himself 
from the mo -ht-about issues of life—those of the content 
lfare : re of law as over against that of libert; 
td nevertheless he cannot be allowed to dod 
re a given condition which we beli 
to be a cons Tl summarizes the case except that it is 
recisely w lways been doing—even if imperfec'! 
He : Col leal with welfare, but his implicit recom 
:datior ll who care to read them. The economist has 
always beer r is not achievable under a given sei 
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A Reply to Mr. Currie’s Review 


In Mr. Currie’s review* of my recent book on Federal Reserve Policy, 

, it is argued that I did not employ demand deposits as often as 

to measure changes in the outstanding volume of member bank 

red it. The reviewer states in one place that “It is regrettable” that I was 
not “aware that, for the five-year period 1925-1929, the ‘re was no increase 
mand deposits of member banks” ; and, in another place he argues that 


omic conclusions would have been different had I realized that “demand 
*¢ or MEE deposits of reporting member banks increased as much in the first half of 
> ad- 97 as in the latter half.” 


(his matter of the proper measure of bank credit is an intriguing statistical 
lem concerning which I should welcome controversy provided my space 
vould not have to be consumed in establishing the facts. But I do not find, 
; Mr. Currie did, that there was no growth in demand deposits of member 
banks in the five year period, 1925-1929. Will not the interested reader 
sndly consult, say, page 107 of the Annual Report of the Federal Reserve 


mor ard for 1929 ?? Neither do I find that the growth of net demand deposits 
ate in f reporting member banks in the first half “of 1927 was as rapid as that 
rious {the second half of the year. An examination of the figures on pages 111 
is the 1113 of the same report should enable the reader to check up on the 
in ewer'’s statistics for 1927. 
ieving he reader may also verify the accuracy of the reviewer's statement of 
, that of my positions. In writing the book I was not aware that I justified the 
aning t to which credit expansion was carried in the year, 1924, and I should 
m atly surprised to find a single indication in its pages that I regarded 
dire rate of credit growth in that year as providing a standard for other 
aking As for my contention that the alleviating measures of 1927 were too 
f wel ng , delayed, the reader should consult pages 122-132. My conclusion was 
mor based principally on the character and direction of gold flows. If I could 
L CO! we ascertained, as the reviewer did, that credit expansion was just as 
of rapid in the first half as in the second half of the year, my argument would 
action been weakened, but, possibly, strengthened some what. 
elfar lhe reader might also consult page 107 of the Annual Report for 1929 
nl compare figures relating to the growth of time and demand deposits 
imself periods in question. As pointed out in the book, the tendency for 
ontent ind deposits to be shifted to the time classification (wherein reserve 
rt) ments are lower) has generally made demand deposits indicate too 
dod contraction or too little expansion in the periods examined to serve 
eli ir indicator of the movement of member bank credit. 
t it 1s Harotp L. Reep 
fe Cornell University 
recon 
st as Economic Review, March, 1931, pp. 162-164. The reader may be re- 
set of } other reviews of the book in scientific periodicals. One is by R. F. Har- 
ic Journal, June, 1931, pp. 260-262. The other is by Charles S. Tippetts 
_ f Political Economy, June, 1931, pp. 407-410. 


Evidently the 


reader should focus attention on the figures of column 5 from 
ise that is the classification of demand deposits which gives the rate 
nsion of 6.2 per cent cited by the reviewer as applying to 1927. 
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A Rejoinder 


largely with illustrating my contention th, 
n loans and investments are understood to } 
m those held by Professor Reed regar 


n 
Ait} 


uld seem to be suggested. I confess that th I 
ws attention were not statistically exact, bu | 
ffect the main points of my criticisms. Ther Th 
net demand deposits, the actual, average a p 
1924, to December, 1929, being 1.4 per cen i 
December, 1929, 0.7 per cent. There is no men _ 
liscussion of the possible significance of this | 
Professor Reed’s book. The percentage increase way 
ing member banks, uncorrected for season; cu 
June and from June to December, 1927, wer er 
ly. ve! 
ret that lack of space prevents here a discus _ 
nt question of which series of loans and in ; 
most significant in interpreting federal re 
id that I have touched upon this problem i 
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m tha General Works, Theory and Its History 

to 

ardingl Vglue and Income. By Artuur Ext Monroe. (Cambridge: Harvard 
at th Univ. Press. 1931. Pp. viii, 286. $3.50.) 

hn} 

Jogd The central purpose of Professor Monroe’s analysis is to elucidate 
ve ang the play of forces which determine or condition the distribution of in- 
r cent come to the various factors of production, and the relation of these 
© Men fces to the determination of exchange values. In pursuing this time- 


honored endeavor he describes his analysis as “static,” and states his ob- 


rease . 
“ tive to be the explanation of “normal” or “long-run” values. He fur- 
|. wer ther states that he is “expounding ‘pure theory’ in the abstract deduc- 


ve manner” (p. v.). In the compactness of its reasoning it suggests 


dis s . prolonged apprenticeship to Ricardo. Unlike Ricardo, however, Pro- 
“ “BB fessor Monroe is punctilious in identifying his assumptions at every 
li point; and, since new ones are introduced in an illustrative way on 

rly every page, one must work his way with patient effort through 
RRIE section and chapter. The phrase, “it will be simpler to begin with 


rather unreal assumption,” repeated in various guises is so char- 
teristic as to crystallize into a definition of the entire approach. 
The expository plan adopted is to start with the simplest assumptions 
| let each succeeding chapter add its quota of new complexities. Thus, 
ipter I deals with the economy of the isolated man; Chapter IT is 
erned with the disposition of a given stock of goods; Chapter III 
iders “the price system of an economy where labor is assumed to 
only factor in production”; and Chapter IV introduces land as 
i second factor. With the introduction of savings and investment in 
pter VIII a high degree of complexity is reached. In the subsequent 
nipulation of the productive factors and their earnings, the method 
to break the analysis down into a numerous series of minor problems, 
rder to deal accurately with each variable and to state sharply the 
varied separate effects of given forces. This accumulative process of 
lifusion, while methodologically sound, in the absence in any preliminary 
‘line tends to get the reader lost in the labyrinth. 
One gathers that Professor Monroe’s central purpose is in restating, 
ewhat contra Marshall, the relation between the pricing of the fac- 
rsand the pricing of the commodities which are the outcome of their 
oordinated services. He protests against the supposed logical priority 
‘a theory of value to a theory of distribution, stating that “the only 
vay to get at the real meaning of the value system is to analyze step 
by step the mutual and cumulative interaction between it and the dis- 
‘ributive system by which it has been attained” (p. 260). Again, “the 
‘ommon... practice of expounding a general theory of value before the 


een so much as mentioned . 


[ September 


Obscures 


ess whereby goods are evaluated and jp. 
nders who are the economists guilty o 
not Marshall or Davenport, rightly 
lox conclusion is that “cost of production 
the determination of value as has oftey 
costs of production do not affect value” 
nt depends upon a peculiar treatment of 


oped in Chapter I on the basis of “ay 
1is own wants” (p. 13). Costs (“things 


1) “the nature of what is foregone,” 


299, 
and “efficiency costs”; and by 


is done,” to include “costs of produc- 
(pp. 8-10). The subsequent discussion 


.ys in the three categories of satisfac. 


y costs. Thus, “cost of production ma 


outlays of the entrepreneur,’ 


which “ar 


economic process,” but “cannot be re 
in a social sense” (p. 57). On this plane 
lightening things to say in detail, but in 


pt to the analysis of the processes o! 
s beset by all the difficulties which Daver- 
as inherent in attempting to adjust “t! 


sses of an “acquisitive society.” On 


t in the dictum that the feat is logical! 


; of a single systematic exposition of ec 


ssor Monroe’s exposition are worth nota- 


eans by “production” nor by 2 


asons, depending presumably upon tra- 


‘ation of the factors, in spite of the fac’ 


Professor Davenport have put this approach 
mn the defensive. The word “capital” nev 
stitute. No consideration is given to 


ing the concepts and categories whereil 


process shall proceed. The correlation 
verv odd mixture of pecuniary and tecl 


speak only good. The detailed reason 
nd accuracy. The comment upon various 
lligent and enlightening. Special que 


1tters as entrepreneur costs, the psyci® 
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of demand, and the nature of profits are worked into the text in 
a way as to make one welcome their inclusion even when unable to 
+ to the author’s disposition of them. 


mal economic logic, focused upon “long-run” (normal or static) 
stments has of course its appropriate and necessary place in eco- 
analysis. One must also approve the author’s desire to go behind 
y and acquisitive concepts to fundamental psychological forces 

9 upon “scarcity and the devices we adopt to cope with it” (p. 1). 
equally to the point that a cost concept based on “the social point 


’ should be applied, in a proper way, to economic analysis. It ap- 

is, however, to the present reviewer that Professor Monroe’s com- 
| of traditionalism and originality avoids the really difficult issues. 
own final paragraph might be taken to define the nature of his 


is of interest to note, in conclusion, that Professor Ralph Barton 

y’s theory of the basis of all values in “interest” is made the start- 

voint of the discussion. Someone was bound to do this; but the re- 

rely to support the old familiar demand schedules with a new 

tion derived from one of the most controversial areas of philos- 

vy. If a philosophical theory of this sort is to be appropriated, it is 

lt to see why its application should not be extended to the whole of 
onomie activities. 


Paut T. Homan 
| University 


NEW BOOKS 


wn, B. M. Equilibrium creates purchasing power: economic equili- 

versus artificial purchasing power. Chase econ. bull., vol. xi, no. 3. 

York: Chase National Bank. 1931. Pp. 16.) 

\W. E., and others. Economic behavior: an institutional approach. 
II. (Boston: Houghton Mifflin. 1931. Pp. xiii, 601; iv, 562. 


erk, E. von. Control or economic law? Translated by J. R. 
Eugene, Ore.: Univ. of Oregon Bookstore. 1931. Pp. 61. 50c.) 
essay, a posthumous work by the famous exponent of the Austrian 
ol of Economies, was first published in the Zeitschrift fiir Volkswirt- 
ft, Sozialpolitik und Verwaltung, volume XXIII, pp. 205-271, Decem- 
It was reprinted in the collection of essays, Gesammelte 

‘ten von Eugen von Bihm-Bawerk, edited by A. Weiss, Vienna, 1924. 

analyzes the limitations of governmental price control, and other 
ms of outside interference with the laws of supply and demand—in 

words, the theoretical conflict betwen the social and the purely 
ic categories in the fixation of prices. 


‘ 


J. R. M. 


, G. Ibn-Khaldoun: sa philosophie sociale. (Paris: Librairie Ori- 
‘ntaliste Paul Geuthner. 1930. Pp. 94. 20 frs.) 


1931] 

aber P 
ures j 
In- 

htly 
ten 

lue” 
it of 

lings 
to 
d by ; 
»duc- 

sfac- 

ma 
Te 
ut 

°0 
ea 

‘ 
ra each. ) 
n tra 
roach 

her 

1.4 

ia i 
toch. 

arious 

que 


506 Reviews and New Books [Septembe 


Brocarp. L. P nomie nationale et internationale. Vol, lf ; 
(Paris: Re« 1. Pp. 543.) sige 
Brown, H.G nce and the common welfare. 5th ed. (Columb ” 
Mo.: Lucas 1. Pp. xvii, 472. C 
Carton, F. B mn: Heath. 1931. Pp. ix, 371.) the | 
Cuypenius, A jain. Translat ed from Swedish original pub aie 
lished in 17 Ernest Benn. 1931. Pp. 92. 5s. ) spec 
Coo.ey, C. H theory and social research. (New York: Holt 
1930. Pp. x 
This book elected papers of the late Professor Cooley, fy a0 
many years ‘logy at the University of Michigan, an intro Ni 
duction and rt C. Angell, and a complete bibliography off j,.z: 
Professor ( The author's increasing interest in sociolog nea 
is brought ron ‘ 7 he development of sociology at the Uni. 511 
versity of Michi rting with a primary interest in political economy " 
he began to on sociological subjects and as time went on , 
this became | ; and led to the establishment of a separate de : 
partment. 
Two pa] f ] lar interest to economists. One, “The theor ae 
of transpo1 loctoral thesis and was published by the Ameri 
can Econom tion. A good deal of water has gone under the bridg 7 
since it was i | many of the ideas proposed have been translate; "a 
into practic till of interest. The other, “Political economy an sit 
social proce hat economics as a science is for the most par ” 
pre-Darwii ilien to that conception of organic process which is ing 
prevalent i ry philosophy, in biology, and, in some degree, ir Yi 
sociology, t n being, that present-day economics is too static le 
and individ 
The othe f interest and value to both economists and soci- th 
ologists. The b bstantial addition to our knowledge of the thought - 
of a logical nd original thinker. Like all of Professor Cooley's ed 
work, the | | by the quality of mellow wisdom. li 
Grorce Mitton JANgs he 
eX 
Ester, K. } ler Wirtschaft. Betrachtungen zur Wirtschaftswis- 
senschaft, ‘I Urspriingliche Begriffe der Wirtschafiswissenschaft. 
(Jena: Fis¢ Pp. x, 321. Rmk. 13.50. ) 
Ester, L., ed buch der Volkswirtschaft. 4th rev. ed. Band | 
Abbau-Fiis Jena: Fischer. 1931. Pp. x, 964. Rmk. 48.) 
Farnam, H. V ure’s economics. (New Haven: Yale Univ. Press. b 
1. Pp. x 
Fox, D. R., « ‘ter century of learning, 1904-1929. (New York: I 
Columbia 1931. Pp. vi, 380. $3.50.) a 
A collect ssays on as many different branches of science a 
intellectual essay on economics is by Professor Wesley C I 
Mitchell. 
FRADENBURG nts of economics. 2nd rev. ed. (New York: 
Scribner. 1 32. $1.40.) 
Geicer, C. R. 7 * y of Henry George. A thesis. (Grand Forks, | 
N.D.: Aut f North Dakota. 1931. Pp. 825.) 


GEMMILL, P. |] ate An economics questionbook: que stions and 


iftswis- 
rschaft. 


sand ] 


3.) 


Press. 


York: 


nce and 
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yroblems for introductory college courses in economic principles. (New 
York: Harper. 1931. Pp. x, 109. 90c.) 

Contains, for the most part, questions and problems used in teaching 
the principles of economics at the University of Pennsylvania. Questions 
are —_— into three groups: review questions; problem questions; and 

ial questions. Questions in the first section are based on Fundamentals 
of Economics, by Gemmill. Six members of the Department of Economics 
of the University of Pennsylvania aided in the preparation of this col- 
lection. 
ary, A. The development of economic doctrine: an introductory survey. 
New York: Longmans Green. 1931. Pp. 384. $2.) 
ven, C. C. and Srepuenson, O. L. Everyday economics: a study of 
— and principles. (Newark, N.J.: Silver Burdett. 1931. Pp. xiii, 
$1.68.) 
authors have attempted to combine principles and problems and 
egrate them with legal and social thinking. The result is a book largely 
seriptive. Although it contains supply and demand curves and other 
yphs based upon suppositions, the abstract reasoning of the arm-chair 
economist is not conspicuous. 
The volume is lively, interesting, colorful. More important, the book 
iilt on a descriptive basis is one of the few that breaks the crust which 
has caked about high-school economics. Here is a book which conceives 
onomics to be something more than a series of definitions to be memor- 
ized. High-school teachers of economics have long felt the curse of hav- 
ing to train their students for regents and college entrance examinations. 
Year after year these examinations have been constituted largely of 
lefinitions of certain economic concepts, centering around value and dis- 
ribution. The writer of the high-school textbook consequently has felt 
his book is to secure widespread adoption, it must be a restate- 
ent of what has already been stated in book after book, an abbreviated 
lition of the more orthodox college texts. Such volumes have been more 
lificult to read than college texts and less accurate in that condensation 
has removed necessary qualifications of principles and laws. In turn 
xamining boards for college entrance have felt the necessity of asking 
sets of stupid questions simply because few high-school books have 
deviated from the traditional past. Thus, a vicious repetitive cycle has been 
ted which needs to be broken 

lhe shortcoming of the book lies in the fact that it lacks critical flavor. 

is, we have pictures of a first baseman’s mitt; of a baseball game 

tween New York and Cleveland with a query: What American business 
als are observed or enforced in this game?; of the inevitable Statue of 
The book concludes: “Men will always strive to improve social 

il economie conditions. The process is slow; it is evolution. It is far 

re economical and much less costly than revolution. If Tony, our im- 

grant friend, ponders these thoughts, that Statue of Liberty will repre- 

nt to his mind a richer conception of freedom.” 

The ease and certainty with which proper and patriotic conclusions 
re teache d is somewhat discouraging to one who hopes to build a critical 
ttitude. Is it too much to expect that the high-school students should 
¢ critical of professional baseball, of American business, of the assump- 
ion that if the law says you are free, you are actually free? 

E. Arkins 
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WHITFIELD, | de Mably. (London: Routledge. 1930, I 
Mably, 1 r of Condillac, was once secretary to Car. M 
dinal de 7 r of state, and did a good deal of ; ) 

minister’s ned by the immorality of politics, he devoted 

most of hi ition of communist doctrines. Next to Rows- sl 
seau, he is important economic radical of his time, Aj- 
though the riticism is mainly ethical, his economic ides 

are strictly fe deduced them from a concept of natural Jayim ' 
according t equal, and imbued with self-love and beneyol- 

ence. Rea | sions and interprets the natural law, shows 7 
the moral a sity of communism. Private property arouses 
avarice an 1 political corruption. Although absolute com. 


conservative in his recommendations for 


is 
actual refo1 
Grimm i nce considered Mably’s thinking “assez noble , 
et trés ra was often quoted in the discussions of the Con- refo 
vention du Revolution, and was considered even by Marni 
and Engel nt in the history of communist thought. Dr, y 
Whitfield’s life and works of Mably is the best that has 
appeared lear exposition, with abundant and valuable x 
notes. to M psychology, ethics, politics, economies, educa- MY 
tion and it ms. It might be wished, however, that more 
emphasis place of reason in Mably’s psychology, on the 
distinction msidered ideal, and what he thought ex- : 
pedient, at place Mably occupies as a manifestation in the a 
intellectual! teenth century France. a 
N. R. Danretian 
History and Geography 
The Quest , 1898-1914. By Haroxp U. Favrxnz, 
(New } 1931. Pp. xvii, 390.) 
D 
Professo1 tempted to describe and interpret the social Hi - 
ind econom United States from the beginning of the 
twentieth ec rinning of the World War. Of necessity, 
this makes { erficial treatment of a large number of su) #q- 
jects. He d ising growth of big business, with labor, ae 
with the ref n the cities and in the nation, with the de 


new means of locomotion, the women’ 


movement, t protection of child rights and opportunities, ‘ 
with religion ribution to reform, with the development of 
public heal with the sources of culture, popular spor’: ' 
and enterta “new frontier.” There is no other sing! 
volume tha d so completely and in so few pages. This bs 
means that ’s book will be useful to those who seek # d 


sketchy rev! leal of monographic material has been sul 


marized sat 


|| 
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It is unfortunate for the author that his work invites comparison with 
fark Sullivan’s Our Times; for, while comparisons are notoriously 
us, they are also inevitable. Professor Faulkner’s study tends to be- 
_in many parts, little more than a catalogue of names and events 
| this can be said too of much of the Sullivan book. But Sullivan’s 
logues have a vitality which those under review do not possess. This 
ity springs from actual contact with and participation in the life 
time, whereas Faulkner’s descriptions are at second-hand. 
shows There is an attempt in the Faulkner book at interpretation, but it 
AOUSCSMM—M Joes not succeed. It is, perhaps, impossible to “cover” a period completely 
e com- | at the same time to give an understanding of its meaning, if any, to 
,o reader. In making this dual effort in so short a space the interpreta- 
ve, if not the descriptive, purpose has suffered. The section on municipal 
reform is well done; but the National Progressive Movement is badly 
iffed. 
Perhaps the worst feature of the book is the excellent title which has 
viven to it. The Quest for Social Justice is an exciting and prob- 
bly a justifiable description of the period dealt with; but the book, 
failure to live up to the title, leaves the reader with the feeling that 
has been cheated. Mr. Faulkner mentions most of the things that hap- 
d during the period, some few of which have to do with social justice. 
mentions innumerable people including all the early makers of auto- 
biles, but he leaves out the one person whose life and purposes best 
the title of his book. Omissions, of course, are to be expected, but 
tain kinds of omissions cannot be excused. They reveal too glaringly 
failure of the author not only to fulfil the promise of the title, but 
to understand it. There is no mention in the whole work, so far as 
n be discovered by careful reading, of Miss Jane Addams or Clarence 
w. The omission of the latter may be excused because Darrow is 
himself; but the omission of Jane Addams and Hull House 
nts to a major crime. 
ore This business of titles has become a racket even in the field of academic 
labo. ae h. It is not usually the fault of the author but of editors and 


the d blishers. The book here described, including, as it does, the develop- 


— t of big business, of the automobile industry, of the yellow press, of 
Cu . 
science, of “culture” and of imperialism, represents not a quest for social 


justice at all but a sketch of the social and economic history of the period. 


unites, 

tis clearly written and contains an exhaustive bibliography. 

NorMan J. WARE 

resleyan University 

ie House of Morgan: A Social Biography of the Masters of Money. By 

Lewis Corry. (New York: G. Howard Watt. 1930. Pp. 479. $5.00.) 


). Pierpont Morgan is thought of as a king, lording it over his barons, 


510 


some of whom a 


out as a rebel 
from the tim 
chief member d 
covered is fro 
Railroad, unt 
Trust. 
Morgan is 
merciless, but 
pose order.” H 
“substantial a 
opinion of his 
trates, was a 
labor. His wa 
able in art ol 
But this b 
of the most 
seriously not 
ject dealt wi 
lines, facto1 
efficient, ¢ 
reform, exce] 
inefficiency 
action; his s 
The Hous 
Peabody and ‘ 
can securiti 
was as an A 
top in conti 
thereafter. 
ness men an 
it was able t 
but powerless 
Morgan 
purchase of 
line is said 
Pacific was 
pany was al 
railroad, el: 
look back at 
more favora 
Morgan’s ¥ 


to consider { 


Reviews and New Books [ September 


i him without much questioning, whilst others stoo4 T 
\lthough the family of the Morgans is 
ng in Boston in 1686 down to the present, the of J 
s J. Pierpont Morgan, Sr., and the chief periogim “' 
n Morgan drew near to the New York Centr, ® | 
n the Pujo Committee investigated the Mong fm 
TOVE 
ive been arrogant, unfriendly, autocratic, apd Hug 
.cious and constructive, with an “impulse to jp- a 
to have embodied the ideal of the business man—a 
sful, silent and masterful.” His disregard for them ¢ 5" 
in business, the author points out and illysfmmg °" 
as his contempt of public opinion and neglect of - 
n the purchase of what he wanted was as notice fame 
n steamship lines and railroads. 
ot a biography in a narrow sense: it unfolds son . 
nic developments of the time. I take this book 
for its merits as for the importance of the sub- Roy 
thesis of the book is that the railroads, steamship 
er productive agencies became hopelessly in- 
plunder of buccaneers, and incapable of ordinary 
public regulation. Public control often meant mor I 
corruption. Morgan had no faith in political“ 
vas dominance by the financiers. om 
Morgan, growing out of the London firm of Georg" 
iy, had dealt in foreign exchange and floated Ameri- and 
|. The great new part that it was to play, howevegmm 
estment house. As such, it went quickly to th a 
lroads, 1879-1900, and in the steel industry soommm 
ts height in the Panic of 1907, when both bus 4 
ins looked to it for leadership. On that occasic x5 
nfluence felt, while in 1929 it was apparently all - 
Cau 
poli 
House made mistakes, as the author points out. Th _ 
inor railroads may be passed over. The Leylan ‘ 
been bought at an extravagant price. The Unio 


, go to Harriman. The Northern Securities Com 

|, and the effort to establish a great New Englan 
nd steamship monopoly failed. Of course, as 

ns, we are now inclined to view some of them muc 
did the people of the time. But then it was one® 
ot always to count the cost in money and rareélf 

of his acts upon the public. 


| | 


rdinary 
it more 
volitical 


George 


Ameri 


ry soon 
th busi 
rec asion 


Leylan 
e Unio 
ies Com 


‘se, as We 


em 


1931 | Economic History and Geography 511 


The author seldom has much that is friendly to say about Morgan. 
To be sure, he acknowledges, even urges, the importance and necessity 
of Morgan’s work; but he cannot forgive Morgan for acting auto- 
sratically. The author has made diligent use of secondary sources such 
s autobiographies, biographies, and special monographs. His chief re- 
ance, however, has unquestionably been financial journals and such 
government reports as those setting forth the facts concerning the 
Hughes insurance investigation and the Pujo Money Trust inquiry. 
The spirit of the author is that of the outworn muck-raking period. 
Nevertheless the book is eminently readable as a one-sided statement of 
. great development—the establishment of financial control over Ameri- 
-an industry and transportation. Various books and many articles have 
been written about Morgan; but we still await a work that is based upon 
both inside and outside sources. 


N.S. B. Gras 


Harvard University 


Royal Government in America: A Study of the British Colonial System 
before 1783. By Leonarp W. Lasparer. Yale hist. pubs., stud. 6. 
(New Haven: Yale Univ. Press. London: Humphrey Milford. 1980. 
Pp. xii, 491. $4.50.) 

In this “documentary age” as Lord Acton called it (when Clio too 
often is decked in rouge and powder, or else in blue stockings), it is 
refreshing to find a book well documented, comprehensive in scope and 
research, and, though lacking the more subtle graces of style, well 
ind lucidly written, and of appeal both to the general reader and the 
specialist. The aim of Professor Labaree’s book, which was awarded the 
Justin Winsor prize for 1930, is stated in his preface as a study of 
“that system of government by the direct authority of the king which, 

oner or later, was installed in nearly every colony.” It is a study of 

“what the machinery of government was and how it operated, what the 

governmental policies of the British officials were and what influences 

caused them to be adopted, and how the colonists reacted to these 
policies when the royal governors tried to apply them.” “Above all,” he 
writes, “I have concerned myself with that great contest between the 
assemblies and the crown over the royal prerogative, which is the central 
theme of the constitutional history of the colonies.” Professor Labaree 
tas undertaken extensive research in both American and British 
archives. Occasionally one wonders if he has sufficiently realized his 
debt to previous writers on colonial government and policies, such as 

Greene or Dickerson. But in this reinterpretation there is much that 

‘snew; and the result is a book interesting to historians and political 

scientists alike—for it deals with that most fascinating of eighteenth 
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ntal and the West Indian colonies together. “Anyone,” he writes, 
‘sho fails to include the West Indies in a study of the political growth 
the colonies cannot fully explain the development of British govern- 
tal policies toward the continental colonies and of the resulting 
lonial unrest” (p. 426). Few colonies were bolder than Jamaica; and 
+ was Bermuda that in 1749 threatened its governor with both the 
ser of England and “the displeasure of the Almighty.” 
The governors seem to have been the whipping boys of colonial ad- 
ministration. Not all were of the Rawdon Crawley type; but for most the 


task of walking delicately between the home government and the colonial 


assemblies was too great a demand. But Dr. Labaree insists it was not so 


such the control of their salaries by the assemblies that was important 
the movement to independence, as the control by the assemblies of 
ral appropriations (p. 841). The home government tried to mold 
lonial institutions too long, and the great defect was the failure to 
luce anything like a cabinet system (p. 168). 
Dr. Labaree has produced a real contribution to colonial history, 
nd incidentally his discussion has a value in relation to modern prob- 
The book has a useful bibliography and a good index. 
R. A. Humpnreys 
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‘nin, J. A. Economic power for Canada. (‘Toronto: Macmillan. 1930. Pp. 
This little book is a well-informed discussion of current economic prob- 
in Canada. The author has studied thoroughly the public discussions 

f present-day Canadian problems, and presents a useful summary along 

) certain proposals of his own. 

attempt is made to apply sound economic principles in the dis- 

but at some points the principles are not thoroughly understood: 
ig explained the fallacy of regarding an import merchandise balance 
n unfavorable factor, the author adds estimates of the invisible items 

balance of trade and, disregarding capital movements, considers that 
idverse”’ balance is a really serious problem. 
The outstanding problems of the country he finds in the production 
| marketing of grain; in the relationships of Canada to the United 

States and to the British Empire; the position of our government rail- 

,and in certain questions of public finance. In all of these he presents 

llent summary of recent discussion and offers his own conclusions. 

He leans toward a moderate tariff, the stimulation of Empire trade, the 

support of non-interference with government railways, and issues a sound 

warning to the present Prime Minister against instituting a turnover tax 

‘or the purpose of permitting a reduction in the income tax. 

For anyone who would review public controversy with regard to the 
irrent problems of trade and industry in Canada this is a most con- 
venient and reliable summary. 
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I. Non- cusses the Bank for International Settlements. The author feels that 
of Busi- behind “the exchange of compliments and the niceties of financial di- 


plomacy” there is “a silent but determined struggle for international fi 

{cGray nancial supremacy.” 
He concludes that France seems to desire a European block and the 
E: Lonel hegemony of France, one French desire being for a European debtor 
: block against the United States. He finds in the field of finance, as others 
slates of have found in politics, that the British are in an intermediate position 
ote between the Continent and the rest of the world. London’s choice, if one 
) are were necessary, would be in favor of New York rather than Paris, although 
ook is “s yictorious Germany would be a much more unpleasant proposition to 


4 


Sage leal with than a victorious France.” He hopes that France will not take 
cident f an uncompromising attitude. Coéperation is his reliance. 
alaticn The volume is undoubtedly interesting. It is doubtful, however, if co- 
Sethoria operation will solve many problems, since its scope is so limited. The 
aie onl author seems to see little more in the contest than an interesting game, 
weiner? though it affects directly and indirectly the welfare and happiness of 
than 7 all of us. Our next task is not merely to develop codperation but to recog- 
7 nize its limits and seek to shift these economic struggles to some other 
30-1930 than the national basis. 
yr, trade, Ernest Minor Parrerson 
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yus maps Grerron, R. H. A modern history of the English people, 1880-1922. (New 
York: Dial Press. 1980. Pp. 1185. $5.) 
. Gras This essay in social history represents an unusually careful attempt 


to present history from the point of view of the contemporary observer. 


ry of th It seeks “‘to represent a people living its life (as in fact it must live it) 
Pp. 7 in ignorance of the future.” Especially felicitous is the fact that the chap- 
ters dealing with events up to 1910 were actually written before the out- 
1931. Pp. break of the war, and are consequently free from all sense of impending 
struggle. The author is concerned rather with the “ordinary man” and 
Prentic his attitude towards affairs than with high politics as such. These interests 
a re not intended to raise any issue as to the priority of the claims of high 
} — politics to attention; but the author maintains with much justice that 
oe these matters cannot be neglected in any complete interpretation of the 
—— life of the period. 
— This enterprise has been carried through with skill, and with much 
‘elicity of statement and judgment. The volume will be of interest to 
many economists in view of the profound social and economic transforma- 
_ for tion that marks this period. Such changes are of course especially vividly 
with 


presented by the method and point of view here adopted. 
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jents. Professor Bieber has gathered this material during a number of 
:rs of research into this branch of American history. The series is par- 
ticularly useful because it covers a portion of a period of the Sante Fe 
which has not yet been organized for publication purposes, and 
t which little has been written. 

‘he first volume covers the enterprises of James Josiah Webb who first 
»harked in the Santa Fe trade in 1844. Webb started in the business as 
ndependent trader and eventually, in partnership with others, built up 
nportant enterprise. In later years his business developed into the 
ling mercantile house at Santa Fe. His firm purchased directly from 
tern merchants and for some years operated its own wagon trains 
the plains. The business supplied many of the new settlements in 
the Southwest, to say nothing of mercantile relations with old Mexico and 
h army posts on the frontier. Webb narrates the experiences of the 
rland traders. He gives a view into the methods of organizing and con- 
the business, and he interweaves in his account much of the history 
country in which he operated. Webb’s operations covered practically 
nteen years, subsequent to 1844, although the narrative in the present 
- does not cover all this period. Professor Bieber has amply docu- 
nted the volume. In many instances the footnote material is something 

f an independent history of the Santa Fe trade. 
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x trade and which do not discriminate against soviet trade. There is no 
Leipzig: breath of fear lest the cordial relations of capitalistic countries with the 
Union be marred by the coming of the World Revolution. 
( Torino: (he authors have done their work carefully and well. It is painstaking 
le ver. 
admin- Carvin B. Hoover 
Coxrap, O. Der Mechanismus der Verkehrswirtschaft. (Jena: Fischer. 1931. 
oard: ity Rmk. 16.50.) 
ow L. Trade with Russia. (New York: Amcrican-Russian Chamber 
39 50), f Commerce. 1931. Pp. 11.) 
fic Pybgeiies, FP. R. The old China trade. (Boston: Houghton Mifflin. 1930. Pp. 
1al Autos ORONDONA, L. Sv.C. Empire stock-taking. (London: Simpkin Marshall. 1930. 
Pp. 867 


s, T. H. Trade relations of the United States. (New York: Hinds, 
Caroline Hayden & Eldredge. 1930. Pp. vi, 314.) 
de: wadi ] her e 
road andamLovepay, A. Britain and world trade: quo vadimus and other economic 
New York: Longmans Green. 1931. Pp. xxi, 229. $4.) 
, P. W. The problem of maintaining purchasing power: a study of 


nission as 


dation of lustrial depression and recovery. (London: P. S. King. 1931. Pp. xiv, 
ay exec 314, 15s 
81.) This book, a logical development of Mr. Martin’s theory of the business 
Bureau of le, follows closely lines laid down in his earlier works. However, in one 
pect he goes beyond the point reached in his other writings, and at- 
f the New t sa synthesis of business cycle theories. He endeavors to express the 
consolida iotional and institutional content of other theories in terms of a 
tee. 1951) k of purchasing power. 
fundamental question with Mr. Martin is whether the stream of 
m and de in general coming upon the final market can expect to find buyers 
» Pp. 24h remunerative prices. Thus, he is concerned principally with two aspects 


problem; the supply of finished commodities on the one hand, and, 

other, the amount of money that buyers have in their possession 

ire willing to spend for these goods. A liberal use of diagrams and 
| illustrations of supposed conditions aid him in his analysis. 

r promise It is pointed out that additions to working capital may bring about a 

of purchasing power, i.e., purchasing power may be taken from 


—— munity and advanced to industry, with the result that more goods 
mena 


ore Trad - : iced than can be sold at remunerative prices. It is argued also 
sag t ciency in purchasing power may be caused by savings and by 
s of sovid x Th irket speculation, both activities tending to keep money from the 
> corteisl commodity market. On the other hand, an increase in the commodity 
ts dealing ‘s Voluntarily held by producers, and additions to the total quantity 


money, will increase the relative or actual amount of purchasing power 
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in the hands of rs, and goods will then tend to be sold at remuneratiy, 
prices. 

The ultimat therefore, in order to maintain economic stability, 
would be to e the greatest possible superabundance of purchasing 
power short of ig rise to price inflation. Open market operations an4 
the rate of dis t are two instruments that a central bank might use t 
help bring this t. Also, since upon occasion it would be necessary to 
provide purchasing power for commodities and at the same time restrain 
stock speculat , public works program is proposed. The problem*js 
international in pe, and should be worked out by combined nationa| 
and internatio1 ncies 

A brief hist f economic conditions in the United States and in Grea: 
Britain sincé Great War is given in Part 5, and there is shown the 
role that cent banks and other national agencies might play in main- 
taining purchasing power. Mr. Martin indicates that Great Britain must 
rely on international agencies for the maintenance of purchasing power, 
but that the Unit States, with a relatively unimportant part of her trade 
international i : r, can rely principally on national agencies. 

Of course, Mr. Martin is but breaking ground in this book. Statistica! 
inquiries of th far-reaching and detailed kind are necessary to sup- 
port his conclusi He unquestionably has over-simplified. No doubt but 
that the strong emphasis upon the part played by consumers’ goods is 
open to question when investigation has already shown the enormous turn- 
over of produc yoods that goes on in our economic system. This possible 
difficulty and others that might come up while workers are engaged in 
following Mr. Martin’s leads can only be solved as they arise. 

Freperick L, Ryan 
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Accounting, Business Methods, Investments 

and the Exchanges 
The English Investment Trust ( By Grorcz Grascow. 
York: Wiley. 1981. Pp. xi, 197. $15.00.) 
The bias in Glasgow’s work is that of an admirer of English trusts. 


4 
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reader who is looking for a critical appraisal of the subject will 
idly disappointed at finding instead a presentation solely in terms 
stability - praise and eulogy. “Financial skill,” according to the author, “is an 
rchasing ‘ndigenous product of the City of London.” In contrast, the United 
lons and MMB c:ates is declared “as yet an infant in finance.” “The mysteries of 


inerative Phe 


ee . one) are as great te most Frenchmen as to most women the world 
restrain .” Germany lacks “financial training” but is admitted to have “po- 
oblem* is ity for finance. ” “Tondon provides the only developed institution 
national MMM iy the world where finance is a systematized expert business, resting on 
| dition, conforming to well tried principles and fortified by universal 
in Great MM idence.? No mention is made of the Hatry episode in 1929. Nor is 
pn ny mention made of the relative financial skill of France and England 
‘in mus! » returning to the gold standard after the World War. 

+ Power, The author laments that Americans “show a generous and almost 
er trade HM complete misunderstanding of the basic principles” of British trust com- 
a oany finance. The actual points upon which Glasgow sets out to give 
_. struction are not, however, new to American trust officials. Where 
mubt but American trusts have adopted independent principles, they have as a 


zoods is rule done so not in ignorance of what the British principles as defined 


us turn- by Glasgow are but with the deliberate intent of adapting British princi- 
possible HM .).; to the supposedly peculiar requirements of American investment 
aged in 
Ryan The pure principle of the British trust is “to include as revenue only 
ery ividends earned and receivable upon its investments during the account- 
, x period. Capital profits, as booked on the sale of investments, are not 
ort pre ‘gible for revenue.” Some American trusts have adopted this principle, 
3. King though the majority have not. 
Capital profits are cumulatively reinvested and are the source of 
“eserves, visible and invisible.” The invisible reserves are usually the 
y in the “ger. The purpose of reserves is defined as follows: “Whether reserves 
. Pp. x, I be booked or invisible, their exclusive purpose, on the strict theory of 
investment trust company, is to produce additional income, and thus 
‘art I. nable increasing dividends to be paid on the substantive stock.” The 
oychy purpose is not to be able to maintain dividends in bear markets or to 
i, meet contingencies but solely to “produce additional income.” 
ublig The reserves are treated on the accounts as a means of writing down 
book values of securities in portfolio. This “constructive pessimism,” 
* re observes, “is the secret of success of the English Trust. Com- 


To the American reader, however, perhaps a more striking “secret 

f success” is the cheapness of senior capital. Debentures and preference 

. (New stock in leading trusts entail a fixed interest charge of only 4 to 5 per 
cent. Since the ratio of the amount of this cheap senior capital to com- 

trusts. mon stock is commonly 8 to 1 or higher, it is obvious that if a total 
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an be invested to yield 6 per cent, the not 
lsome return. During the period of their 
ts could not have attracted capital at 
nd. This difference is fundamental jn re 
ion is applied in British trusts by invest- 
hundreds, of companies. “In a company 
funds, it is usual to find that not mor: 
one security.” The British trusts do no} 

t to select a brief list of stocks tha! 


ment 


i¢ 


averages. 
‘several hundred securities” involves two 
sgow explains the meticulous care with 
stment proposals submitted to the manager 


ubjected by him to a thorough analysis, 


is then severally and collectively exami 
; expert financiers.” It is difficult to believ 
1n pass as an expert upon the merits of 


lection is the rejection for the most part 


ican trusts are bulls on America, whereas 


Britain. 
book is taken up with statistical tables « 


riving capital structure, reserves, earnings 
d of years. These tables are valuable for 


lent of details. 


A stud conveys a net impression of the conservati 
litions British investment trusts” and suggests to the 
al finance many significant comparisons and 
contrasts 
Lionet D. 
New 
Eco yineering and Manufacturing. By Fraxx L 
Erp) : McGraw-Hill. 1981. Pp. xi, 402. $4.00.) 
I s ok for business and industrial executives 
high sor Eidmann is one of a few authors at the 
n d that business and industry require ne" 
ods te nd profitable solution to their problen 
r too I rineering sciences and economics stood apar', 
nd only true concept of their combined value been 4 


been brought about through the mechaniti 
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son of industry and the reliance of business upon the research labora- 
hats to perfect existing products and to develop new ones. The fact is 

+ progress in the future will arise from the economic analysis of 
busit ss conditions and the financial and technical structure of our in- 
jystries through the application of the engineering method. 

Professor Eidmann brings out most forcibly the interdependence of 
engineering and economics in his analysis of industrial problems, and 
shows on the one hand that now each new engineering development must 


;ystify itself on an economic basis and on the other that the greatest 
ienefit to business from the principles of economics can best be achieved 
through the use of engineering technique. The value of mathematics as 


» tool of management is just beginning to be appreciated by industrial 
cutives; and Professor Eidmann has employed formulae most effec- 
tively as a means of relating the economic factors which control many 
dustrial situations. 
The purpose of this book is to focus attention upon the economic 
aspects of engineering and to present for the benefit of industrial execu- 
ves practical methods and techniques for the solution of major in- 
justrial and business problems. The subjects covered in the text may 
ppropriately summarized by employing the familiar five M’s of 
management: namely, money, material, machines, methods and men, to 
rhich has been added markets as a sixth. 
Each is discussed in the order named with special reference to plant 
ocation, purchasing, product design, selection and replacement of equip- 
t, process layout, tool engineering, industrial power, personnel re- 
tions and wage incentive methods. One chapter in particular is devoted 
he analysis of the nature and origin of profits from manufacturing 
perations, in order to show the interdependence of manufacturing and 
rketing policies and the methods by which costs may be controlled in 
rdance with the fluctuations in sales volume which are incessantly 
becurring. 
In the presentation of each of these important subjects, the text has 
so planned that the salient factors are first summarized and then 
Pscussed in detail; out of this discussion the fundamental relation- 
hips of the controlling factors are evolved and expressed in mathe- 
hatical form ready for application to any industrial problem. The book 
§ lull of examples drawn from industry to show the effect of each 
ac‘or and the true necessity for its consideration. Every case is illus- 
tated by practical problems demonstrating the manner in which the 
thematical technique may best be applied. Professor Eidmann has 
merely relied upon his own studies of the inter-relation of economics 
engineering as they may pertain to the problems of industry, but 
s shown a willingness to draw much of the material from well recog- 
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nized authorit ized fields so that the reader need have |it)/@am GsssX! 
Se ee | utility of the technique he has proposed, York 
FarrFietp E. Raymoxy 
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aver, E. J. Consolidation accounting. Official pubs., vol. xii, no. 16. (New 
York; National Assoc. of Cost Accountants. 1931. Pp. 1281-1294. 75c.) 
yuan, J. Prosperity and consumer credit. (New York: Harper. 1930. 
»y, ix, 197. $3.) 
This volume is the work of a business man immersed in the develop- 
t of a chain of retail stores selling on a credit basis in sixty cities east 
the Mississippi River. The author states that his interest is necessarily 
fy of a practical nature but believes that his experience justifies the 
lusion that soundly planned consumer credit can be made not only 
basis for successful merchandising but that it accounts for a large share 
the dng en, which the United States enjoys. (The author used these 
June, 1930.) It is the author’s belief that installment selling 
9 od ‘the automobile from a rich man’s toy to everybody’s necessity; 
by | his fact there was introduced a marvelous trade expansion not 
in this line of industry but in all others. He quotes Professor Fisher 
jstantiate his belief that consumers are not overexpending their re- 
rees in installment buying and Professor Seligman to support his ob- 
rvation that installment buying “makes more possible the good things 
‘ life for everybody.” He foresees a great future for this method of trade. 
(he book is an unusual combination of the author’s personal experience 
| extremely lengthy quotations of all sorts of persons who have written 
this subject from either a practical or theoretical point of view. One 
the most interesting chapters is called “In the first person.” In this the 
r tells of his own personal experiences and does not rely on the 
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“Retail gravitation” is the term which the author applies to the force £ 
which attracts trade to a city from its surrounding territory. Between any XI 
two cities there is a “breaking point,’ up to which one city exercises the Vrs: 
dominating reta ide influence, and beyond which the other city domi- Py 
nates. The law itself, in its simplest form, is stated by the author: “TwoRAy 
cities attract retail trade from any intermediate city or town in the vicinity (] 
of the breaking point approximately in direct proportion to the popul- he 
tions of the two es, and in inverse proportion to the square of the dix . 
tances (by the most direct improved automobile highway) from these two Py 
cities to the inter liate town.” Iss 

This book wil btless be criticized as an impressive method of stating XX 
the obvious. Yet, after all, what are most of our fundamental laws of 
physics, mathematics, or economics? Mr. Reilly has attacked his problem 
in the appr scientific manner. His conclusions are based upon ¢ 
perimentally determined results, which involved three years of research r 
in 132 cities and towns St 

For shopping goods, where the essential factor is the availability of 8 T 
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ember 

of the wide selection for choice, we must accept Mr. Reilly’s conclusions as valid 

- ‘we accept his assumption that the relative volume of trade which a town 
" es to each of two adjacent cities is measured by the relative number of 

H -tive charge accounts held by residents of the town in the two cities. This 

_— years to be a reasonable assumption; and the author indicates that it was 

shecked by house-to-house investigations. 

lei [he practical application of this law of retail gravitation, the author 


‘eels, is largely in the setting up of proper trade territories and the de- 
lineation of the limits of profitable operation in accordance with the dic- 
tates of selective distribution. Deeper than the question of practical utility, 
wever, is the significance of the method. Disregarding the theory that 
keting is a matter of intangible factors, he brings to a distribution 
problem the scientific methods of the laboratory and demonstrates their 


(New efcacy. For this he deserves unstinted commendation. 


R. F. 
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upon and practices, this elaborate work treats a large number of busi- 
researtl ss topics along with their historical, economic, psychological, and other 

ings. There is no evidence of irrelevant materials or intensive analysis. 

lity of 8 ‘he author sueceeds in presenting an extensive view of business with due 
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von of German industry has two aspects—the technical improvements 
‘ntroduced in plant organization and management, and the marked tend- 
eney toward industrial combination. This volume deals almost entirely 
with the second aspect. Germany occupies a position that is almost unique 
»mong industrialized countries, in that she not only gives combinations the 
sanction and protection of the law but actually makes them compulsory in 
some eases. The thesis of this study is that the “planned economy” thereby 
made possible has been one of the chief factors in German post-war eco- 
nomic recovery. The “regulation of industrial life by combined action of 
business leaders is the most striking feature of the German economic 


cance 


organization... . 

Following a discussion of rationalization in general comes a largely sta- 
tistical analysis of the present structure of German industry, and a treat- 
ment of the réle of combinations, particularly of cartels. A question which 
has been much discussed is the effect of cartels upon prices. The con- 
clusion here, supported by figures, is that cartels have had a distinct 
tendency to keep up the prices of finished manufactures. But it is pointed 
out that the prohibition of price-fixing associations would not necessarily 
bring prices down. 

A chapter is devoted to each of the leading industries—coal and potash, 
the iron and steel industry, the electro-technical, and the chemical in- 
dustries. In each case, emphasis is placed upon the prevalence and strength 
of combinations and on the present technical and financial position of the 
industry. An interesting point brought out is that the appearance of large 
concerns in an industry does not imply the weakening of the cartels, for 
in most cases the concerns retain their cartel membership. The two are 
really complementary in function, one increasing the efficiency of the indi- 
vidual plant and the other reducing the wastes of unregulated competition. 


ating 
there 
‘or the 


inches, 


York: A final chapter deals with German foreign trade in recent years, and brings 
up the problem of reparations. It is, in fact, this problem to which the 

oa ter whole book is dedicated, for “the principal aim of the reorganization of 
German industries . . . has been to increase their competitive ability in 

= foreign markets, in order to enable the nation to discharge its obligations 

y sta by means of an export surplus.” 

— The reader will find here a very usable summary, fortified by statistics, 

1 Tele- of the present industrial situation in Germany. The Appendix prints the 
German Cartel law of 1923, and supplies numerous statistical tables. There 

— is no bibliography; and, more unfortunate omission, there is no index. 
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a. Fy Survey of retailing practices: practical plans and methods for meeting the 
oe new competition. Vols. I and II: (Chicago: Dartnell Corp. 1931. Pp. 239; 
239. $3.75, ea.) 
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al Corfe 'c Bedewtung des Einkaufs und Verkaufs auf Frachtgrundlage bei 

bergbaulichen und industriellen Erzeugnissen. By Emit Getsurr. 

ele (Koln: Oskar Miiller. 1931. Pp. xv, 124.) 

improv This monograph on the basing-point practice in Germany in the sale 
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of commerce \ siderable practical experience in the steel 


industries of § f Silesia. He has some knowledge throug) 


secondary sou yblem of Pittsburgh-Plus; but, as a Gor. 


man business m 1 to the legal acceptance and authorization 
of the cartels. lly appreciate that such practices jn the 
United States ble only by illegal pools or by conspiracy 
in restraint of ly in conflict with our anti-trust statutes, 
The reviewer | th with this subject in his book The My. 
querade of M: | may here dismiss this aspect. 

Let us gla uthor’s picture of the basing-point practice 
in Germany. H of hitherto inaccessible detailed inform. 
tion on actual! livered prices, freights, and net receipts in 
some of the « 1 industries. The artificial origin and ¢e- 
velopment of prices in Germany corresponds remarkably 
in time with t! inge in the United States, which the reviewer 
has shown to between 1880 and 1890. The reasons given 
by German pr change are naively accepted and repeated 
by the author, e flimsy tissue of mendacity and fallacy 
by which Amer sts always attempt to cloak the uneconomic 
(as well as her ture of the practice. All of this is familiar 
to the America f the subject. It begins with the proposition 
that the basing ly the place of cheapest production (se 
pp. 43-45), fr , lly” the goods are shipped to every part 
of the land, thu ntical delivered prices everywhere. The super- 
ficial plausibili nation is not revealed to its promulgators 
by the inconsis hat (in Germany as in America) the basing 
point is somet recent or relatively small production, or 
actually has 1 whatever (pp. 45-46, and 90). Nor do the 
apologists for ve up their attempt to find a flimsy rag of 
economics to « Iness of their monopoly even after at- 
mitting that fa | undue influence within the cartels (p. 46), 
and the plain st” of the producers (p. 47) are the real 
motives dictati of artificial basing points. 

Apropos of rigin, it is significant that the chief basing 
points of the of Germany are located very near th 
frontiers so th lowest delivered prices, they may inter 
pose an a lditi the import of English, Belgian, French 
and other foreis If it happens, as in the case of the Ruhr 
district, that th place of low cost production, well and goot: 
but if not, th eed to deal with the case by any device 0! 
local discrimin | work (p. 49), even baldly making basing 
points of each pal Baltic ports where no steel whatevet, 
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pr little, is produced (p. 90). Thus it is the interior regions of Ger- 
nany that feel the greatest weight of exploitation from the higher de- 
iyered prices of the cartels. 

Apparently the excesses and absurdities of legalized basing-point 
practice in Germany do not in some respects go to quite the lengths of 
the illegal practices in this country (p. 115), partly because of the very 
uch shorter shipments there and consequent smaller ratio of freights 
ty) prices; and partly because cross-hauling seems to be more strictly 
yithin somewhat moderate distances from each mill (p. 94). This is a 
privilege that American monopolistic corporations are now secking 
vainly to obtain under our laws. 

Of the theoretical aspects of the problem the author never gets a 
sngle clear glimpse. He quotes repeatedly and discusses at some length 
(pp. 4, 52-54) the reviewer’s “economic law of market areas” (Quarterly 
Journal of Economics, May, 1924), and reproduces the figure illustrat- 
ing normal market boundaries; but with other misunderstandings he 
overlooks the essential condition that producers in the two markets are 
sumed to be truly competing, not to be conspiring to maintain an 
artificial basing point. His view of this law is thus made to accord with 
his repeated confusion of mill-base with basing-point prices (e.g., pp. 
61-62), and his further confusion of normal freight differences due to 
distances from the mill, with basing point discrimination between buyers 
(p. 60). 

In Germany, as here, there is evidence of increasing protests from 
victimized consumers, which the author faithfully but half-heartedly 
sts forth (114-121). But he has little comprehension of, or sympathy 
with, such views, or his cartel-habituated mind can see the merits of 
the ease only from the producers’ standpoint. His final brief chapter on 
“the advisability of replacing the basing-point practice by some other 
method of sale” is an amusing betrayal of this unconscious bias. He 
does not conceive of the possibility of a real solution, the return to a 
condition of independent mill-base prices; but, instead, he erects first 
as a scarecrow the plan of an enforced identity of mill-base prices every- 
here which is to drive the weaker mills into bankruptcy, spreading ruin 
and desolation. Then he sets up as a straw-man a system of postage- 
stamp uniform delivered prices for steel to every point from every mill, 
‘whimsical suggestion made by some German newspaper, and proceeds 
to belabor this silly notion to his own great satisfaction, but to no other 
purpose. 

In a final paragraph the author seems grudgingly to concede that 
prevailing practices will have to be modified, but just how, he is not 
clear. Beyond its fund of facts, therefore, Dr. Geisler’s study is of 
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lusionf \{-ssrs. Douglas and Director discuss the extent of unemployment, its 
in the : characteristic forms, the probable causes of cycles in employment, 
of the chnological unemployment, and public works, employment exchanges 
2-Over ME ond insurance, as measures of relief or prevention. It is to the credit of 
€ even sh» authors that they were able to bring to the consideration of this 
f har-MMM vide range of complicated issues a clear and lively style, which will make 


‘he book easy reading for both specialists and laymen. 
In so generous a survey of the multitudinous phases of the unemploy- 


TER nent problem, the authors are inevitably driven into hasty generaliza- 
tions and judgments regarding questions that merit more serious at- 
sntion. I question, for example, the validity of any of the interesting 
conclusions on the extent of unemployment in this country. It may 

=het bc true that the American rate of unemployment has not tended to fall 

s, ani n the last generation or that the unemployment rate is persistently 
higher here than in many of the industrial countries of Europe; but I 

W ser, ‘bt thal the evidence for these conclusions can be found in the 
satisties of employment and unemployment. Unless, furthermore, such 

can istical findings can serve an actuarial purpose, which I take it they 

Rout mnot, they seem to me to possess only academic significance. The 

of public works during the various phases of a business depression 
mbine. MM 's, likewise, a subject that receives too hasty treatment. Although the 

Office. HME jiscussion of public works amounts to a pretty fair summary of the 

rature, it fails to consider aspects of the matter that are of prime 
importance, in particular the probable effects of extraordinary expendi- 
tures on public construction, financed by public borrowing, during the 

LAROY lvanced stages of a long depression. I have, finally, much the same re- 

10.) tion to the analysis of suggested plans of unemployment insurance. 

y pro- \ great deal has been learned about the problems of compulsory uni- 

siness a *C'Sal Insurance since the first English Act was adopted in 1911; and 

Whi fgg oc the slight experiments in the United States can now yield indis- 

= usable conclusions, if their experience is carefully studied. In this 

une: C@pect the present study fails to be a satisfactory guide for the future 
fresh EE OY neglecting to grapple with those problems on which most useful 
vment can now be thrown. 
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yuglas B rLER, H. B. Unemployment problems in the United States. Stud. and rep., 
and unemployment), no. 17. (Geneva: International 
abour Office. Boston: World Peace Foundation. 1931. Pp. v, 112. 60c.) 
vledge Cotcorn, J. C., compiler. Community planning in unemployment emergen- 
those cies: recommendations growing out of experience. (New York: Russell 
; end, Sage Foundation. 1930. Pp. 86.) 
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Das, R. K. Pl India. (Calcutta: R. Chatterjee. 1931, py 


iv, 194. Rs 


Dunn, R. W J r and textiles: a study of cotton and wo.) 
manufactur International Pubs. 1931. Pp. 256. $2.) " 
Chis fort] n from the point of view of the workers 
and of soci suthors analyze the situation of the industr 
today, fiscal and as to labor conditions; they continue 
with a trea ’ and workers’ organizations, and with an 
account of the 2 le papers and governmental reports have 
been relied e up-to-the-minute information. Especially 
valuable is t to dividends of the mills in the last decade: 
though the , ssarily incomplete, the impression given 
is that ti unsuccessful than other reports would 
have us be between stock dividends and speeding 
of the work learly. This book is particularly valua}| 
because it d rn mills and the Northern mills toget! 
which is an e fact, ever more apparent, that the pro 
lems involve ‘e national and not sectional. 
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Fisuer, V. E. ar J. V. The dissatisfied worker. (New York: Ma 
millan. 1931 
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occupations Philadelphia: Univ. of Pennsylvania Pres 


1929. Pp. x 


F RAIN, H L. f rnings 


Mr. Frain rnal (Sept., 1929, pp. 378-392) gave and 
interpreted 1 1,456 operators of drill presses, engi 
la hes, etc. \ showing variations among individuals, es 
tablishments payment. The present volume adds semi 
annual avera occupations, 1919-1926, and treatments 
of hours wo} rvice, in relation to wages. Men working 
over 50 hour 1 lower hourly, but higher weekly earnings 
than thos veek. Departures of actual hours worked 
from the nor plants are shown in some detail. Decidedly 
posi or with length of service (with present em 
ploy er) are some of the longest service groups (over | 
years) earned with shorter service records (5 to 10 years 
A very use! ibulation; such material is still much to 
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HenicH, H. W. Industrial accident prevention: a scientific approach. (New 
York: McGraw-Hill. 1931. Pp. x, 866. $4.) 

Jounsen, J. E., compiler. Stability of employment. (New York: Wilson. Pp. 
206. 90c.) 

tonicaN, E. Unemployment in New York City: an estimate of the number 
unemployed in December, 1930, and the sources of information on the 
extent of unemployment in New York City. (New York: Welfare Coun- 
cil of N.Y., 151 Fifth Ave. 1931. Pp. viii, 56.) 

Pipxin, C. W. Social politics and modern democracies. Vols. I and II. (New 
York: Macmillan. 1931. Pp. xvi, 877. $7.50.) 
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ecade: of decisions, 1919-1929. (London: P. S. King. 1931. Pp. vii, 174. 7s. 6d.) 
given Siposs, D. J. The labor mouement in post-war France. Soc. and econ. stud. 
would of post-war France, vol. iv. (New York: Columbia Univ. Press. 1931. Pp. 
ng up 526. $6.) 

Juable Suir, E. S. Reducing seasonal unemployment: the experience of American 
rether, manufacturing concerns. (New York: McGraw-Hill. 1931.) 

prob- Tippert, T. When southern labor stirs. (New York: Cape & Smith. 1931. 


Pp. 364. $2.50.) 
Woon, C. G. Reds and lost wages. (New York: Harper. 1930. Pp. xv, 280. 
$4.) 
Mr. Wood is Commissioner of Conciliation of the Department of Labor 


ELL 


aad and has had a varied experience in settling industria] disputes. This book 
ae is not, however, an analysis of his experiences but an attack upon Com- 
a munism. The author’s approach to the problems of wages, unions and con- 
‘7 ciliation is extremely circumscribed and bureaucratic, as indicated by the 
following utterances: 
e and “No other authority than the employers’ right to discharge should be 
“i recognized.” (Most conservative unions impose some limitation upon this 
S, “right.”’) 
semi- “Law and usage have made [arbitration] a scientific method of deter- 
ments mining what is fair.” 
orking These principles, considered adequate under all circumstances by Mr. 
rings Wood, narrow down the functions of unionism to the most elementary of 
orked contractual relations. It follows that unions with larger programs or more 
idedly radical leadership meet with Mr. Wood's violent disapproval. He insists that 
at en- the I.W.W. was “held together by a desire to disturb normal relations 
ver 10 between employer and employed”—which will be news to Paul Brissenden 
ears). and other students of I.W.W. history. The steel workers’ strike of 1919, 
ch too according to Mr. Wood, was lost because of irresponsible radical leader- 
D. ship—not a word of the immense power of the United States Steel Cor- 
poration or the breaking of the strikers’ unity by the A.F. of L. insistence 
I sys- on organizing them into scores of craft unions. 
Coun- Mr. Wood has some interesting things to say about strikes, particularly 
among boot and shoe workers, but that is subsidiary to his main object. 
nigten He laments the “lost wages” of “Red” strikes—but do not even conserva- 
Pp, ‘ tive strikes involve lost wages? Communist-led strikes are “purely for 
money-getting’’—there is scarcely a word on the labor conditions which 
(New produce such strikes. Communism is “un-American’”—was not unionism in 


the seventies considered un-American, and is not the open-shop policy today 
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known as [he crescendo of Commissioner Wood’, 
hy 5) n that many state and federal judges \ New 
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tion of avowe rnment the courts are bound to uphold,” * 
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ly R P 0) 
Zacorsky. S. conditions of labour in the U.S.8.R in 
Stud. and r | hours of work), no. 19. (Geneva: Inter ™ 
national Lal World Peace Foundation. 1930. Pp. vi 


The A1 in I :: index, volumes I-XX, 1911-1930 Th 
New York: A Labor Legislation. 1931. Pp. 104, ) l 


Material is nd, in the case of signed articles, by ne 
Emoloument r United States of America. (Washington , 
International 1931. Pp. 84.) 
International Lal h session. Vol. I, Parts 1-3, Vol. II, 
Report of the the Conference. (Geneva: International : 
Labour Office ; 585-946; iv, 626.) 
International La t] sion. Report of the director, Parts 
1 and 2. (Ger Labour Office. 1931. Pp. 92; 374.) Holl 
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\ New Exposition of Money, Credit and Prices. Vol. 1. The Evolution 


of the Standard. Vol. Il. The Economics of Credit and Prices. 
By J. Laurence Lavenum. (Chicago: Univ. of Chicago Press. 
1931. Pp. xxiv, 521; xv, 766. $10.00.) 
This work is correctly stated by the publishers to be “the climax of 
_ noted economist’s life study.” It comprises a thorough and exhaustive 


‘reatment of the whole field of money and credit; so much so, in fact, 


‘hat it is quite out of the question to do it justice within the confines of 


a book review. It has accordingly seemed advisable merely to present an 


tline of the scope and organization of the material included and to 
follow this with a brief comment on certain statements or analyses which 


are of especial interest. 


The first volume, as the title indicates, is devoted to a study of the 


evolution of the money standard, the question of the standard being 


conceived as separate and distinct from the problems surrounding de- 
velopments in the sphere of credit. In the nature of the case, a good 
part of the volume is historical. After three introductory chapters on 
origin and functions of money, metallic money, and the history of 
cold and silver, are presented in moderately detailed fashion the de- 
vdopments affecting the standard in Britain; France; the countries of 

Latin Monetary Union; Spain; Germany, Austria-Hungary and 
Holland; the United States; Russia; China; Japan; India; some silver- 
sing countries including the Dutch East Indies, the Straits Settlements, 
Indo-China, the Philippines, Porto Rico and San Domingo; and finally, 
Mexico. 

In spite of the mass of historical material which has been included, the 
treatment is not that of the historian. The facts are offered rather as 
‘lustrations of the practical operations of monetary principles and in 
substantiation of the theoretical analyses of the author contained in 
the last four chapters of the volume under the title “Some problems of 

standard.” 

Volume II, devoted to credit and prices, is similarly organized. The 
irst part, on “The evolution of credit,” consists of chapters covering 
he origins and nature of credit, earliest substitutes for metallic money, 
Jolin Law’s experiments with credit, the French Assignats and Mandats, 
‘he Bank of England restriction and the Act of 1844, the Scotch and 
Canadian banking systems, the development of credit—including govern- 
ment issues—in the United States from colonial times to the present 
lay, and the war and post-war monetary experiences of Britain, France, 
Germany, Italy and Poland. The second part of Volume II, on “The 
relation of credit to prices,” constitutes a theoretical analysis for which 
Part T furnishes illustration and (presumably) proof. 
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explained on the basis of increasing demand and higher costs due to war 
conditions. 

If causes affecting the value of gold can affect prices, as Laughlin 
,lmits they can, it is remarkable that no account of them should have 
yen taken during the war period. The demand for gold fell off sharply in 
the belligerent European countries and much gold flowed to the United 
States before we entered the war. The aquisition of this gold by the 
United States and other neutrals was bound to decrease its value as a 
commodity, just as the forced sale in New England of all the automobiles 
normally produced for the entire country would lower their value. But 
Laughlin, not only in the passage cited but elsewhere, assumes that 
changes in the gold commodity price level are the result of changes in 
the value of goods, not of gold. 

This assumption leads to confusion respecting the course of the price 
level in the United States from 1879 to 1914. Falling prices from 1879 
to 1896 are explained on the basis of increasing efficiency in production 
and falling costs. The reader is also given to understand that there was 
no abatement in this “new industrial revolution” in subsequent years to 
i914. Yet it is not so much as even hinted that the rising price trend of 
the later period might be due to causes affecting gold rather than goods. 

Nevertheless, in spite of any disagreement with Professor Laughlin’s 
position respecting the relation of gold to prices, I find myself in sub- 
stantial accord with his general conclusions. It is Laughlin’s belief that 
the ups and downs of prices accompanying the business cycle are the 
result of overtrading with its subsequent necessary readjustments. If 
the individual banker can prevent his customers from speculating in in- 
ventories, so that goods flow steadily and smoothly from the producer, 
through the channels of distribution, to the consumer, there will be 
vant danger of an unduly fluctuating price level. There is truth in this 
contention. The stabilization of business must precede the stabilization 
of the price level, and to the extent that the control of bank credit can 
assist such stabilization, it must be exerted by the banker dealing di- 
rectly with his customer. 

Unfortunately, Professor Laughlin does not consider the rather un- 
usual situation of the last four or five years as distinct from other periods 
of overtrading. The great stability of the commodity price level from 
1927 to 1929 illustrates a situation in which overtrading on the part of 
legitimate business was absent. There was, however, a decided over- 
expansion of consumer credit which in part helps to explain the drastic 
price recession of 1929-1981. It is difficult to ask or to expect the bank- 
ing system to prevent credit overexpansion of this sort. 

The impending scarcity of gold presents no terrors to Professor 
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Laughlin. H banks are no longer under the neces. 
sity of worry \ nee they can turn liquid assets into 
reserve funds paper with the reserve banks. Th; 
ittitude over! he reserve banks must themselves keoy 
minimum reset | deposits. It may well be that method 
of economizing ied further than at present; but central 
banks must b to carry smaller minimum reserves and 
must be willing aller reserves in practice if a scarcity 
of gold is no ing influence on prices. This, however, 
pertains to t s, as Laughlin points out, no present 
scarcl 2 

In view of r controversy, it is interesting to not 
Professor Lau the question. After commenting on the 
lack of capital stricts, and pointing out that this def- 
ciency has beer untries by branch banking systems, he 
concludes (II, ild be “authority to establish branch 
banks by str ier national or state, under rules to 
insure safety ig, facilitated and not discouraged by 
national legis he opinion (ibid.) that “the solution 
of the non-m the main the solution of the problem 
of the small | solution lying in the power to establis) 
bi h 

Aside from pographical errors, there are a number 
of mistakes of ‘e which should perhaps be noted. It is 
stated (I, 238 \ct of February 21, 1853, the United States 
abandoned in tandard, which it had attempted to es- 
tablish in 1792 ly not so. The silver dollar could stil! 
be freely Coll r silver was brought to the mint for 
coinage in p1 Moreover, Carothers has shown (in Frac- 
tional Money that it was not the intention of Con- 
cress to aband tandard at that time. 

In illustrat (or lack of it) of national bank notes 
(II, 401, n. 1), ] nto the error of supposing that a sing 
national ban! | $400,000 on the basis of $100,000 cash 
reserves. Thi been much in evidence since the publication 
of Phillips’ B ). After a description of the real estate 
provisions of t ber 7, 1916, and of the McFadden ac 
of 1927 (II that “such measures fly in the face of 
sound bankn Imit long-term assets as a basis of th 
payment of | lemand.” There seems to be an error it 
this statem loans are limited by law (for nationil 
banks) to 50 deposits or 25 per cent of capital and 


surplus, neith ng liabilities due on demand. 
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2ces- In connection with the German repudiation, Laughlin sets the rate of 
into edemption of paper marks into Rentenmarks and later Reichsmarks 
This t a billion to one in three places (II, 605, 610, 622) and at one 
kecy Mivjiion to one in one other place (617). The actual redemption ratio 


os one trillion to one. 

There are many other points in these two interesting volumes which 
ire deserving of comment and discussion, but which cannot be con. 
jdered in a limited space. It may merely be noted in conclusion that, 
shether or not the analysis of knotty theoretical problems of money 

satisfactory in every instance, this study affords a hard-headed, com- 

n-sense treatment of money and credit that is refreshing in an age 

‘ over-subtle and sterile hair splitting. Professor Laughlin is not led 
stray by those flights of fancy which have been the undoing of the 

rullible stable money advocates; and his practical conclusions 
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nS, he ; oliadle possess greater significance than those of the bulk of mone- 
‘anch MMMixry reformers. There can be no doubt that the appearance of this de- 
es to led and scholarly work, with its attractive format and copious illus- 
d by HM trations, is reason for congratulation and satisfaction on the part of 
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Frepericx A. Braprorp 
Lehigh University 


The Federal Reserve System and the Control of Credit. By Waurer E. 
Spanr. (New York: Macmillan. 1931. Pp. xviii, 188. $1.75.) 
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This book’ suffers from an inappropriate title. It might better be 
led The Federal Reserve System and the Control of Prices; for price 
stabilization crowds almost every other test of credit policy off the 
The campaign to build an American acceptance market is not 
ntioned, The international repercussions of reserve policy are ignored, 
ven in discussing such episodes as the easing of credit in 1924 and 
27. Efforts to stabilize the money market against seasonal strains 
and against the disturbances incident to Treasury operation are given 
only seven lines. In short, though the federal reserve system is criticized 
for its failure to make price stabilization a definite objective, the reader 
‘given no adequate information as to what other objectives, except 
he control of speculation, have been given precedence over it. 

The descriptions of the techniques used to control credit in Europe 
iid America are in general excellent. The critical part of the book, 
iewed as a polemic, is also good. It is moderate in tone and very fair 
oward the views of the opponents. There is no effort to minimize the 
ficulties in the way of price stabilization. 


Nevertheless, the author’s enthusiasm for the price index as a guide 
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to credit pol is him into exaggeration, or positive error 
For instance, ng to discussions of money and banking 
policy in th 896 to 1913, he says: “Elasticity was th. 
keynote of th and by an elastic currency system was mean} 
one which wo ibilization of the price level.” Again, on 
page 20, the lasticity of currency in the title of the 
‘ederal Res ted as implying price stabilization, §, 
far as the r he inelasticity of currency of which 9 
nuch was sa ys was evidenced by instability, not of 
prices, but of , The organic acts of the central banks of 
Finland, Lit 1 do not, as is stated on page 126, pro- 
vide specific ibilization through credit control. They 
provide for 1 of stable currencies—a very different 
thing (cf., p. is an exaggeration to include insurance 
companies (p businesses whose stability is threatened 
by changes in since both their assets and their liabilities 
run in dollar 1 

Several ot! ive been noted: The Federal Reserve act 
does not prov that reserve credit may not be used in the 
speculative s 1s is stated on page 58. The suggestion 
that the stea urplus reserves of the reserve banks in 
1920-23 mig! earlier increase of the discount rate (p 
85) is surely pen. The statement that the federal re 
serve is confi commercial financing (p. 127) is not ac- 
curate, since rity holdings and loans collateralled by 
them have fox d the acceptances and the rediscounts of 
non-collate1 

The discu irket phase of the federal reserve policy, 
1927-29, see! t the earlier sections of the book. At the 
outset the au ‘The maintenance of a stable price level, un 
general, has | ndamental criterion by which the goodness 
or badness of banking system may be judged” (p. 3). This 
point of view the author’s criticism of the policies pur 
sued throug] his appraisal of foreign banking systems 
But the easi 1927 is condemned on the ground that the 
“draining off nto the stock market was so pronounced 
that this con pparently should have outweighed the others.” 
On page 107 . procedure like that of August 5, 192%, 
flies in the fa .ccepted principles by which the mechat- 
ism of credit 1ed to be administered. Yet at that time 
the wholesal lity prices had shown a decline of 4 points 


in 12 months, loans during the same period had shown 30 
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crease of about 400 million dollars—no more than has at times since 


shown in a single month. Cuantzs 0. Hanvy 


Brookings Institution 


Building and Loan Associations in New Jersey. By Howarp S. Piquer. 
(Princeton: Princeton Univ. Press. 1980. Pp. xxx, 343. $4.00.) 
Building and loan associations are only beginning to receive the at- 
tention from economists which their significance warrants. This sig- 
telah is not to be ascribed solely to the volume of assets, although 
heme bulk large in the whole financial structure of the nation, but per- 
haps as much or more to the strategic service they perform. Beginning 
.s mutual codperative societies with the sole purpose of making it possi- 
ble for members to assist each other by pooling their resources toward 

attainment of the goal of home ownership, these societies today, 
at least in New Jersey, are still probably the safest and cheapest resort 
of the prospective home-owner whose yearnings wait upon advances of 
capital. 

In the United States, in 1928 “assets and membership of building 
ind loan associations . . . totaled $8,016 millions and 12 millions, re- 
spectively." These assets are approximately equivalent to the total 
:pital, surplus, and undivided profits of all banks in the country ;* 
nd the number of members is only twenty-five per cent less than the 
number of savings depositors in all national banks. 

As a source of loans on mortgages on homes, particularly owner- 

upied homes, building and loan associations are undoubtedly the 

st important in the country. In 1929, $7,787,405,000, or 89.6 per 
cent of all building and loan assets, were invested in mortgages.* There 
we no data to indicate exactly what percentage of these mortgage 
loans are on homes. The author indicates that in New Jersey “all 
lend, of course, on residential properties.”* It would aid in a clearer 
understanding of tendencies in the movement if data could have been 
secured on this point. A great deal of the social significance of the 
whole movement obviously rests upon the incentive and the facilities 
t gives for home ownership. If pronounced tendencies toward invest- 
ing building and loan association assets in mortgages on commercial 
properties develop, not only will they lose this long-established trait 
of character, but they will add fuel to the flame of criticism that arises 


‘P. 12. Statistics from the source used by the author indicate that at the end of 
the year 1929, assets had increased to $8,695 millions, and membership to 12,111,000. 
(Secy-Treasurer’s Report, B. & L. Annals, Chicago, U.S. Bldg. & Loan League, 

p. 542. 

*1bid., 

*Ibid., p. 543. 

‘ Ibid., p. 156, 
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tatistical material gathered, and th 
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share, which has exhibited (fron 
.wal ratio and a high degree of stability” 
till room for considerable develop- 
nt shares” (p. 88). 
of assets is approached in a similar 
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:parison made with the withdra 
author finds that since 1900 “t! 
hovers about the 100 per cent line, i 
just about equal annual receipts from 
Ilment share withdrawals since 1905 
half the amount received annual! 
paid-up share manifests a higher 


n the installment share. The author 
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University Press, 1927.) 

Modern Building and Loan Associations 

S. Rosenthal, Cyclopedia of Building Loan ¢ 
Building Association News Pub. Co., 1925): 
Loan Association (New York, Wiley, 1927) 
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«oneludes, apparently with wisdom, that “the paid-up share—togethe 
jth the optional payment plan of association operation and the single- 
-yment share—has performed, and is performing, useful service in 
nroviding a degree of flexibility to building and loan associations not 
erwise obtainable, and in aiding the growth of the building and loan 
«sociation movement in general. But, because paid-up shares exhibit a 
hicher withdrawal ratio than installment shares, they should be kept 
appl mental to installment shares. As they come to occupy a greater 
egree of prominence, they will bear careful watching lest they be the en- 
tering wedge in what may prove to be an undermining of the funda- 
yental building and loan principle and the substitution therefor of the 
king principle, with its concomitant, the requirement that assets be 

k kept st liquid” (p- 85). 

The discussion of “Investment worth of shares” (Chapter 6) and 

“Loan cost to borrowers” (Chapter 11) is wholly praiseworthy, though 
nical. It is the best analysis that has been made of these complex 

ind much misunderstood topics. The chapters are greatly enhanced in 

usefulness because of the comparisons made with other institutions. 

The author’s study was completed before very much material was 

vailable on the effects of the present business depression upon the as- 
sociations. Up to the date when the study was completed, these insti- 

itions occupied a strong position, although suffering from heavy in- 
creases in number of foreclosures and from increased demands for “share 

’ (pp. 260 ff.). It is to be hoped that the study will be brought 
lown to date as new materials become available. 

The author is on the whole to be commended upon his choice of sub- 

‘ts covered, although some of the material might have been omitted 
or subordinated without serious injury to the study. The point of 
view seems to have been fairly well maintained throughout the book; 

uphasis is placed upon analysis of function with organization sub- 
rdinated to the secondary réle and utilized only when necessary to clear 

lysis. This choice of emphasis marks a distinct advance over sev- 
eral of the works in the field. 

An excellent list of selected references is included; 56 pages of statis- 
tical materials are wisely relegated to the appendix (where more might 
have been sent without serious inconvenience to the reader) ; and a good 

facilitates ready reference. 

Ernest M. FisHer 


University of Michigan 
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» A. H. The final buyer: a condensed analysis of the causes and effects 

‘maladjustment between aggregate production and aggregate final buy- 

illustrated by some essays on current economic problems. (London: 
~~ King. Pp. 206. 8s. 6d.) 
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This mono Hart, Schaffner & Marx prize essays for 


1929— is a h written by a historian, of the origins of na 
tional and st period examined begins with the panic o 
of the national banking system, al- 
it necessary to include the earlier ex 

described. 

a diagnosis of the financial dificul- 
ties leading , Dr. Helderman describes the organized 
systems of s East, including the safety fund and 
bank systems folk system in New E ngland, the B 
of the State o _and—for some unaccountable reason 

irning to the old Northwest, the Ohio 
nk of Missouri, and the Illinois banking 
mes a chapter devoted to banking in tl 
1 account of the repudiation movement. 
and Florida are also considered, and the 
f the excellent Louisiana law of 1§42 
last chapter on state banks (Chapter 5 
tates in which banks were orohibited, or 
reat difficulties. Wisconsin, Iowa, 
raska are among the states treated 
the book (5-8) are concerned 
act, the principles of the natioua 
influence of our early banking ex 
pe riences and 
On the :'s study constitutes a valuable piece 
work. althoug w material than the reviewer had hoped 
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would. In the first four chapters there is little of interest to the student 
‘ banking which is not to be found in the writings of White, Dewey, 
.ddock, Root, Sumner, and other well-known authors of American 
king history. Likewise, the chapters devoted to the national banking 
stem are no more informing, and considerably less interesting, than 
Davis’ monograph on the origin of that system. The chapter entitled 
“Ranks or no banks” (Chapter 5), which treats of the public attitude in 
the anti-bank states, on the other hand, contains much valuable and inter- 
esting information of a sort not generally available in studies of early state 
banking development. 
It should be added that the criticism—or perhaps I should say lament 


of Dr. Helderman’s work. He has combed the original sources painstak- 
ngly in every instance, and if the results fail to measure up to expecta- 
ns, it is because the archives, and not the author, are at fault. 
As a historian, Dr. Helderman has been interested in tracing the logical 
quence of events in our early banking development with a view to ascer- 
ig the influence of state banking growth and regulation on the na- 
nal banking system. In this connection, he quite properly stresses the 
importance of the free banking law of 1838 in New York State out of 
all proportion to its merits as a piece of banking legislation. From the 
point of view of sound banking, the Louisiana law of 1842 is by far the 
nost signficant development of the pre-Civil War period. To those who 
k light on the needs of our existing banking system, I recommend for 
ful reflection the pages of Dr. Helderman’s book (95-97) which deal 
with that admirable piece of banking legislation and enforcement. 


Freperick A. Braprorp 


ve, J. Problems of the Japanese exchange, 1914-1926. (London: Mac- 
lan. 1931. Pp. xxii, 263. 10s. 6d.) 
in, G. G. Encyclopedia of banking and finance. 3rd rev. ed. (New York: 
Bankers Pub. Co. 1981. Pp. viii, 765. $10.) 
vnick, A. W. Silver and China: an investigation of the monetary principles 
joverning China’s trade and prosperity. (Shanghai: Kelly and Walsh. 
1930. Pp. xvii, 90.) 
The author of this brief essay traces the story of silver as a money metal 
) special reference to the effects of its recent price decline in the foreign 
ind domestic relations of China. The necessity of a stable monetary system 
for that country is stressed and the recommendations of the Kemmerer Com- 
mission are favorably commented upon. Mr. Pinnick, however, feels that, 
to political conditions, the adoption of the proposed gold exchange 
too far distant to meet the demands of the immediate situation 
| therefore proposes an international conference for the stabilization of 
he price of silver. 
Recent developments, however, seem to point to an early, though partial, 
‘eptance of the recommendations of the Kemmerer Commission, the first 
having been taken towards abandoning the silver standard, and 
strangely enough this has occurred just as Senator Pittman of Nevada is 
mn his way to enlist the support of China in a silver stabilization program. 
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fopp, J. A. The fall of prices: a brief account of the facts, the probable 
causes and possible cures. (New York: Oxford Univ. Press. 1931. Pp. 68. 
$1.25.) 

Warp. W. Bank credits and acceptances. Rev. ed. of American commercial 
credits. (New York: Ronald. 1931. Pp. 295. $3.50.) 

vesron, W. J. Economics of the English banking system. (New York: Pit- 
man. 1931. Pp. 129. $1.50.) 

Facts and figures relating to the American money market. (New York: 
American Acceptance Council. 1931. Pp. 94.) 

Federal Reserve Board: seventeenth annual report governing operations for 
the year 1930. (Washington: Supt. Docs. 1931. Pp. ix, 372. 35c.) 
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British Budgets, Second Series, 1913-14 to 1920-21. By Brrwnarp 
and C. Oswatp Grorce. (London: Macmillan. 1929. Pp. 
xxil, 407. $8.00.) 


Probably no country has a more abundant a literature on the sub- 
ct of budgetary history than Great Britain. A tradition of thorough 
alysis of budgetary policies definitely along the line of chronological 
nnals was built up in the second half of the century. The first out- 
standing figure was Sir Stafford Northcote (later Earl of Iddesleigh) 
hose Twenty Years of Public Finance, London, 1862, covered the years 
1840-1860. An ambitious survey of the entire early history of parlia- 
ntary regulation of taxes, built on much the same basis (except that 
each major subject is followed through) was published by Stephen 
Dowell in his four volume History of Taxation and Tavzes in England, 
second edition, London, 1888. Comparable with these, although different 
in style and more subjective in its approach, was Sydney Buxton’s 
Finance and Politics, two volumes, London, 1888, covering the century 
from 1783 to 1885. On this background, Sir Bernard Mallet published 
1913 his British Budgets, 1887-88 to 1912-13, which, as he says in 
present volume, had Northcote’s work as its prototype. He now 
takes the subject up where the earlier volume stopped and brings it to 
1921, promising in the preface to bring the subject at an early date 
lown to 1929. In the meantime, two other works have appeared which 
pproach the war period of British finance, each from a quite different 
gle, Professor Kirkaldy’s British Finance, 1914-21, London, 1921, 
nd the British War Budgets of F. W. Hirst and J. E. Allen, London, 
1926. The latter volume is one of the British series of the Carnegie En- 
lowment’s history of the Great War, and covers the years 1914 to 1924. 
Sir Bernard Mallet adheres to the method employed in his earlier 
‘tudy of tracing the financial history of Great Britain chronologically. 
The suecessive budgets furnish the main pattern; they are analyzed with 
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Government to ol power, also enabled the banks to creat lun 
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pract it is largely shifted—to that vague 
bod of rson ) cannot complain. There is no need 
to « hasize tl xpayers had-had to provide sufficient 
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»Arperco, E. La ecrisi dell’imposta personale sul reddito: la riforma dell’im- 

" nosta nel Belgio. (Padua: Milani Bros. 1931. Pp. xi, 165.) 

\pEXANDER, C. Educational finance studies: summaries and evaluations for 

“school administrators of recent educational finance dissertations at 
Teachers College, Columbia University. (New York: Teachers Coll., Co- 
lumbia Univ. 1931. Pp. 98. $1.) 

\nuisteap, G. The Teaas tax problem. (Houston: Gulf Pub. Co. 1931. Pp. 

x, 209.) 

Briver, K. Reichstabakmonopol oder Tabakverbrauchsteuer. Finanzwis- 
senschaftliche und volkswirtschaftliche Studien, Heft 21. (Jena: Fischer. 
1931. Pp. 164.) 

The strained financial situation of Germany gave rise to a series of 
projects increasing the treasury’s revenue. An important réle is usually 
attributed to plans of a tobacco monopoly. Gehrig, Herbert Gross (in 
his book Tabakmonopolwirtschaft und freie Tabakwirtschaft and in his 
articles in the Weltwirtschaftliches Archiv), Fliigler and Stolper have re- 
cently published important investigations on the taxation of tobacco and 
the government tobacco monopolies. 

Professor Briiuer, who is an outstanding German authority on public 
fnance, makes an excellent survey of this problem. He considers the in- 
troduction of a tobacco monopoly in Germany at present as inopportune. 
It would involve not only large outlay for installation, for which no re- 
sources are available, but considerable risk for the treasury. Brauer warns 
also against projects of state borrowing abroad on the security of a to- 
bacco monopoly, as was done in respect to the match monopoly. 

A detailed bibliography is annexed. It should be noted that this book 
appeared in the valuable collection of tracts on public finance edited by 
Brauer. Many of these publications are devoted to problems of public 
finance of the United States. 

Paut 


Hintwan, D. editor. Income tax indea-digest of all court and treasury 
decisions and internal revenue rulings (prior to the inception of the Board ). 
Washington: Legal Pub. Society. 1930.) 

Hervert, P. A. Resources and public finances of Michigan in relation to the 
forest tax problem. Progress rep. of the Forest Taxation Inquiry, no. 13. 
Washington: Supt. Does. 1931. Pp. 40.) 

Ketter, FP. C. Reserve funds in public school finance. Contribs. to educ., 
no. 456. (New York: Teachers Coll., Columbia Univ. 1931. Pp. 84. $1.50.) 

Kiernan, T. J. History of the financial administration of Ireland to 1817. 
London: P. S. King. 1930. Pp. xi, 860. 15s.) 

This is more than a history of financial administration. It is a history 
of the Irish Parliament as well. Beginning in 1494, this book traces Irish 
financial-parliamentary history to 1817, the year which marked the com- 
pletion of the financial union of Great Britain and Ireland. 

The more purely financial phases of this work include a description of 
tle various taxes used in Ireland and the purposes for which revenues from 

this source were spent. Matters of administration as well as matters of rate 

and schedule are included. The system of “farming out” various tax rev- 
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of Simpson's caliber, the suggestions are something more than a program 
‘» meeting the purely local and temporary situation. They comprehend, 
ndeed, the entire tax problem of the state and are definitely constructive, 
even optimistic, in tone. 

The style of the report is designed to appeal to the general public 
and is consequently given an informal journalistic flavor rather than the 
more usual but less picturesque academic tone. The factual evidence is 
ittractively presented in tabular form and in numerous charts and 
graphs, So that the volume as a whole is very decidedly readable, in fact 
even more inviting than The Taz Situation in Illinois. A working bibliog- 
-aphy, somewhat padded, will nevertheless prove helpful to the student 

‘state and municipal finance. 

James W. Martin 


Suivi, J. H. Legal limitations on bonds and taxation for public school build- 
ings. (New York: Teachers Coll., Columbia Univ. 1980. Pp. vi, 117.) 
Swisttern, I. G. An introduction to a study of the tariff. (Washington: Na- 


ional League of Women Voters. 1931. Pp. 119. 40c.) 

Warxer, M. L. Municipal expenditures. (Baltimore: Johns Hopkins Press. 
1930.) 

!merican federal tax reports: a convenient collection of unabridged court 
decisions from every American court—state and federal—that has had be- 
fore it problems arising under the federal tax laws; decisions have been in- 
cluded from the date of the earliest acts up to November, 1930. Vol. 
vill. New York: Prentice-Hall. 1930. Pp. iii, 9573-11487.) 
‘ of government in the United States, 1928-1929. (New York: National 
Industrial Conference Board. 1931. Pp. xv, 159. $3.) 
toms tariff act, June 17, 1980, with alphabetical schedule and administra- 
ive provisions. Anti-dumping act of 1921; Cuban reciprocity treaty; in- 
ternal revenue tax schedule; list of parcel post countries. (New York: 
Downing. 1930. Pp. xliii, 723.) 
eral and state tax systems. 2nd ed. (Chicago: Commerce Clearing House. 
1931. $5.) 

‘tale and local taxation of business corporations. (New York: National In- 
lustrial Conference Board. 1931. Pp. xii, 177. $2.50.) 


This book is in the pattern of the other Conference Board studies of 
taxation. On closing it, the reviewer wondered what significant thing he 
nild say about this approach which has not been said several times before. 

The first chapter is on the general status of state and local taxation 
i business corporations.’ In this examination of status, the present sig- 
nificance of such taxation, as measured by percentage of net income paid 
in taxes, is indicated. Also a short account of the development of the various 

es of such corporate taxation and a brief discussion of the theory of 
ixing business corporations are included. Succeeding chapters discuss cor- 

ation organization and entrance taxes, annual capital stock taxes, cor- 
poration income taxes, the general property tax and occupation taxes as ap- 
plied to business corporations, and economic aspects of the taxation of busi- 

s corporations, A summary and an appendix in which appear two valu- 
‘Defined as excluding agricultural, public utilities, mining, construction, and 
nee organizations and as including manufacturing, mercantile, commercial, and 
usement enterprises. 
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noxar, J. Theories of population from Raleigh to Arthur Young. (New 
York: Greenburg. 1931. Pp. 258. $2.) 

This somewhat discursive and gossipy volume is the result of a series 
lectures given at University College, London, in 1929. It contains run- 
ning comment on Raleigh, Harrington, Graunt, Petty, Halley, Siissmilch, 
Hume, Price, and Arthur Young, with incidental reference to a considerable 
»ber of lesser writers. Nothing essentially new is added to our know]l- 
ive of these men, though the discussion is always interesting, even though 
+ at times comes close to aimless antiquarianism. Nor is the major part 
‘the matter concerned with population or population theories per se. In 
the cases of Graunt, Petty, and Siissmilch, we stick pretty close to demog- 
raphy, although the discussion of the versatile Petty takes us off into 
various by-paths. Even today it is difficult to define the limits of the “popu- 
lation problem”’ or of population theory. For the seventeenth and eighteenth 
nturies, before the various social sciences had come into definite shape, 
+ must of course be vastly more difficult to avoid seeming discursiveness. 
n this And it is obviously necessary to pick such population “theory” as there 
taxa- »as out of a context involving a wide range of political, economic, and 
hould even philosophical interests. In so brief a volume one could not expect that 
des of these fragmentary theories, if they can be dignified by the term, should 
» The be brought into systematic historical correlation with the general economic 
eneral and political trend of the times. The best chapters are those devoted to 
it will Graunt and Petty, Siissmilch, and Hume. 
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Rowen, E. An hypothesis of population growth, Stud. in hist., econ. and 
public law, no. 343. (New York: Columbia Univ. Press. Pp. 238. $3.75.) 
nes of ME Clans, J. P. Deportation of aliens from the United States to Europe. Stud. 
Fe in ee and = law, no. 851. (New York: Columbia Univ. Press. 
or 1931. Pp. 524. $5. 

a Firion, J. A. Essays on population. (Chicago: Univ. of Chicago Press. 1931. 
Pp. xxviii, 440. $3.50.) 

Go, C., and others. Demografia (antropometria, statistica sanitaria, 
148), dinamica delle popolazoni). (Torino: Unione Tip. Ed. Torinese. 1930. Pp. 
i, 740. L. 100.) 

3 secs, This is the eighteenth monograph in an imposing T'rattato Italiano di 
ssessed Igiene edited by Professor Oddo Gasagrandi. Professor Gini’s contribu- 
county tion, “The dynamics of population,” occupies approximately the last two 
as the nired pages, and succinctly presents his interpretation of the rates of 
on the growth of peoples in the last hundred years. Professor Zingali, in the 
ake in- lengthy opening section, organizes as best he can existing data bearing 
icit on n the elements of demographic trends. Painstaking care characterizes the 
ion on health statistics of Dr. De Berardinis, and suggestive treatment 
RTIN marks the 100 pages on anthropometry contributed by Professor Boldrini. 
We should be well off if we had in English any such compendious and de- 
pendable “cours superieur.”’ 
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vous, PH. The colonial land and emigration commission. (Philadelphia: 
Cniv. of Pennsylvania Press. 1931. Pp. 344. $3.) 
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ontinental United States and to Hawaii 
1931. Pp. 467. $4.) 
SavorGNAN, F. etodologiche a proposito della misura dell’ ey. 
dogamia. (Ro liano degli Attuari. 1931. Pp. 18.) 
Tay.or, P.S. United States: Bethlehem, Pennsylvania, 
Pubs. in ec Berkeley: Univ. of California Press, 193) 
Pp. ix, 24. 
Witticox, W. I nal migrations. Vol. II. (New York: Ng. 
Pp. 715.) 
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Annual report r general of immigration to the secretary 
of labor. a 1930. Pp. 267.) 
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-jticisms and even solicits them. Adverse comments on such an inquiry 
xe of course easy and should be made with due appreciation of the 
ficult task the author has attempted. 

Here and there are to be found forms of expression that make for 
nfusion of thought. The author argues that both capitalism and 


-apital are to be defended and preserved (p. 101), one of the greatest 


langers to them being the Russian challenge which is often mentioned; 
t it seems to the reviewer that the Russians are creating a problem 


because under their national plan they are accumulating so large a mass 


‘ capital goods. “Business is primarily responsible for efficient plants 
| for efficient current production. Government is responsible for pub- 
works,” says Dean Donham, yet these words convey no clear distinc- 
n to the reader. The author is strongly opposed to unemployment 
surance, yet the reviewer fails to catch clearly the reason for the 

iistinetion attempted between the risks which may properly be insured, 

nd the risk of unemployment which he deems non-insurable. One fears 
he has been unduly influenced by the propaganda against the 

British methods of unemployment relief. 

Yet such references may be considered as quite subordinate to the 

ider contention of the volume which is that in the future period under 
review the United States should place less emphasis upon export trade 
ud that American business men should instead cultivate the domestic 
ket. High tariffs will continue to be imposed by other countries and 
should do the same. Under modern conditions, many factors must be 
idered and with the increasing rapidity of change, “it is essential 
liminate or stabilize as many of these conditions of flux as we can” 

(p. 139). 

Many readers will recall Josef Grunzel’s defense of economic pro- 

nism and will share the author’s contention that the necessity for 

xing stability has become of increasing importance. Adherents of the 
ssical economics are finding an unfortunate difficulty in adjusting 
ir thinking to this fact and will at once condemn the tendency to 
art from orthodox doctrine. It is far better to accept with Dean 

Donham the need for stability. This is possible, however, without agree- 

ng with all of his arguments or accepting his general conclusions. 

Thus the reviewer cannot follow his contention that an expansion 
of exports will have an adverse effect on wages and compel us to cut the 
American standard of living (pp. 77 and 80). One may remember the 
Taylor doctrine of high wages and low labor costs; also he may suggest 
hat if competition for markets is not merely a competition in giving 
goods to the people of other countries, but is an exchange of our 
ducts for imports, there will perhaps result a larger volume of goods 
‘lower unit cost and hence a higher level of real wages. Nor need we 
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ster, F. Sozialetat und soziale Belastung. (Berlin: Paul Parey. Rm. 


CaRELL, E. Wirtschaftswissenschaft als Kulturwissenschaft. (Tiibingen: 
lace Mohr. 1931. Pp. vii, 131. M.7.80.) 
| his CanrwricHt, M. A., editor. Unemployment and adult education: a symposium 
on certain problems of re-education arising from “permanent lay-off”’— 
h an the displacement of men and women in industry through the introduction of 
+ the machinery and other labor-saving devices, sometimes known as technologi- 
riffs cal unemployment. (New York: American Assoc. for Adult Education. 
1931.) 
mad (yrun, G. E. G. Liquor control. (New York: Holt. 1931. Pp. 259. $1.25.) 
The c\ron, A. R., editor. The key of progress: a survey of the status and condi- 
d by ions of women in India, (London: Oxford Univ. Press. 1930. Pp. 250. 
7 A group of articles by experts, British and Indian, on education of 


women, health measures, welfare schemes, problems of early marriage, 


” sition of widows, and women’s franchise rights. 

d ne- Curyvney, E. P. Modern English reforms, from individualism to socialism: 
to th : course of Lowell lectures. (Philadelphia: Univ. of Pennsylvania Press. 
» wit! 1931. Pp. 230. $2.) 

aol Crank, H. F. and Anprews, B. R. Education and economics. 3rd yearbook 


of the Nat. Soc. for the Study of Educ. Sociology. (New York: Teachers 
Coll., Columbia Univ. Pp. 76. $1.25.) 

vie, G. L. Social process in organized groups. (New York: R. R. Smith. 
n; and 1930. Pp. xiv, 245.) 


ation Euior, T. D., editor. American standards and planes of living. (Boston: Ginn. 

Best of 1931. Pp. xii, 981. $5.) 

at plat This volume is made up of an introduction and nearly two hundred 

fe. lections on consumption grouped under fourteen heads. To each section 
appended a long list of additional references. 

RSON The study of standards and planes of living falls logically into three 


parts: a description of actual planes or scales of living; the forces deter- 
mining standards and planes of living; and the genera] laws and particular 
objectives of standards of living, including the types of satisfactions dif- 
ferent standards yield. In other words we have the fact, the explanation 


al pubs., of the causes of the fact and the interpretation of the direction of the 

s, 1931. fact. To these three, some students would add a fourth division dealing 
with what standards of living “‘ought’” to be. 

ge. (Loi The descriptive material in this volume is representative of the best 


sources. Here are data on all the important national groups that have 


n studied: professional, industrial, rural, Negroes, the unskilled, and 
nationa the poor. 


» 
§ as 


bination’ The forces determining standards and planes of living are somewhat 
. Neces: less adequately and less critically treated. The editor considers both the 
eeming!| influences behind standards of living as a whole (as wages, wealth of na- 
adary tt tural resources, birth rate) and the influences behind particular aspects of 
k for out standards of living, these latter falling more strictly in the broader field 
vernme?: of consumption than in the field of standards of living as such. He in- 
ed meats cludes selections on social work, emulation, extravagance, sumptuary laws, 


standardization and simplification, installment buying. If these are to be 
. E. P. included, one would expect recognition of the effects of advertising and 
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f the subject cannot be adequately treated 
n comparative standards of living and are 
-ds objectively, in relation to the standards 
es of satisfactions different from our own. 

1 with questions which should put the ma- 


1inst certain statements and implications in 


x 1S eExce lle nt. 
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tutional movements: their social siqnif- 
yublic law, no. 338. (New York: Columbia 


7 workers’ educational enterprises, grouped 
sperative, trade union, political, cultural, or 
es the general character and problems 
social implications. In the face of the au- 
pt to write “a full-length history of the 
vement,” it is possibly unfair to suggest 
ackle the problems of workers’ education. 
es that have taken place in the enterprises 
f erroneous impressions. A study of th 
erprises themselves rather than of the or 


vould have rectified some of these. There i 


rs complaint about the paucity of accura 
But he has not made use of all the ma- 
atistics used are poorly handled. Even 
he sometimes misinterprets the problems 
the residential labor college student a 
apparently does not leave the labor move- 
lem at issue—the alleged creation of a 
‘es within the labor movement. 

icing the study of workers’ education on 4 
ve as a valuable introduction to the organi 
inter-relationships. The very frequent quo- 
ing breadth of reading on the part of the 
1nd complex aspects of the workers’ educa 
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Foundation. 1931. Pp. 42. 25c.) 
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Horner, W. M. Will the white collar turn red? (Los Angeles: Watson Pub. 
Co. 1931. Pp. 171. $2.) 

Hvrcuins, G. Youth in industry. Internat. pamph., no. 13. (New York: 
International Pamphlets. 1931. Pp. 31. 10c.) 

lones, D. D. Edwin Chadwick and the early public health movement in 

" England. Stud. in the soc. sci., vol. ix, no. 3. (Iowa City: Univ. of Iowa. 
1931. Pp. 160.) 

Keuiey, J. P. The economics of Christianity. (Boston: Pilgrim Press. 1931. 
Pp. 259. $2.) 

Riot ce G. The tragedies of progress. Translated by Cotey Taytor. (New 
York: Dutton. 1931. Pp. 329. $3.75.) 

Luck, M. G. and Wooprurr, S. Cost of living studies, III. The food of 
twelve families of the professional class. Heller Committee for Res. in 
Soc. Econ. (Berkeley: Univ. of California Press. 1931. Pp. 247-293.) 

McConneti, D. W. Economic virtues in the United States: a history and an 
interpretation. A thesis. (New York: Author, Columbia Univ. 1930. Pp. 
160. ) 

Marruews, M. A., compiler. The cost of war and preparedness for war: se- 
lect list of books, pamphlets, and periodical articles on the direct and in- 
direct costs of war. Reading list no. 31. (Washington: Carnegie Endow- 
ment for International Peace. 1931. Pp. 209.) 

Porrarp, W. L., editor. Zoning in the United States. Annals, vol. 155, part 
2, (Philadelphia: American Academy of Pol. and Soc. Science. 1931. 
Pp. iv, 230. $1.) 

Ricuarpson, J. H. Economic disarmament: a study on international coépera- 
tion. (London: Allen & Unwin. 7s. 6d.) 

Wace, S. R. World economic depression: remedies. (New York: Arthur 
Hill. 1931. Pp. 152. $2.50.) 

Winston, S. Illiteracy in the United States. (Chapel Hill: Univ. of North 
Carolina Press. 1930. Pp. xii, 168.) 

Cost of living studies. 1V. Spending ways of a semi-skilled group: a study 
of the incomes and expenditures of ninety-eight street-car men’s families 
nm the San Francisco East Bay region. Heller Committee for Res. in Soc. 
Econ. (Berkeley: Univ. of California Press. 1931. Pp. iv, 295-366.) 

Massachusetts federation of planning boards: seventeenth annual confer- 
ence, September 30-October 1, 1930. Bull. no. 26. (Boston: Mass. Planning 
Boards. Pp. 82.) 

National conference of social work: proceedings of the fifty-seventh annual 
session held in Boston, Massachusetts, June 8-14, 1930. (Chicago: Univ. 
of Chicago Press. 1931.) 

National council for the social studies: yearbook. Some aspects of the social 
sciences in the schools. (Philadelphia: McKinley Pub. Co. 1931.) 

Norway's noble experiment. (Washington: Assoc. Against the Prohibition 
Amendment. 1931. Pp. 34.) 

Papers and proceedings of the annual meeting of the Canadian Political Sci- 
ence Association. Vol. II. (Ottawa: Canadian Pol. Science Assoc. 1930. Pp. 
129. $2.) 

Contains papers on “Some problems of statistics in Canadian business,” 
by W. Wallace Goforth; “Merchandising in Canada,” by D. M. Marvin; 
Canadian censuses of the seventeenth century,” by A. J. Pelletier; “The 
growth of the French population of Canada,” by A. R. M. Lower; “Inter- 
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im} rial tr rk; “The curriculum of a course in com- 
mer by Credit control in Canada,” by C. A. Curtis. 

Promotion « yrts. (Geneva: International Labour Of- 
102317 

Public repor reference to annual, departmental, and cur- 
rent report New York: Municipal Administration Ser, 
ice. 1931. | 

Select ] list “28% arch reports. Pub. no. 4. (New Yorks 
Municipal . 1931. Pp. 8. 10c.) 

Social, econo factors in farm living. Agric. Exp. Sta. of 
the Univ. of U.S or pt. of Agric. codperating. Bull. 148, 
(Columbia 1930. Pp. 90.) 

Standards o f the thirteenth American country life con- 
ference, M October 7-10, 1930. (Chicago: Univ. of Chi- 
cago P es 

Contains { s. or abstracts of papers, dealing with rural 
prot is 

ce and Pensions 
NEW BOOKS 

ANTHONY, A. ls and plans in using annuity agreements: 
papers pres onference on annuities, Atlantic City, Neu 
Jersey, N New York: Mortimer and Walling. 1931 

Coucn, G. J. | rance law. Vol. VIII. (Rochester: Lawyers 
ti} 

GALLAGHER, \ Inland marine insurance. Howe readings in 
insur.. no. | Insurance Soc. of New York. 1931, Pp. 38 

HAvussERMANN masse der Arbeitslosenversichter 
ung. (Nurn 1. Pp. 75. I 2.) 

The aut form the pies iat contributions to the un 
employme! n Germany. The employers should pay no! 
the regular ery workman, as they do now, but for every 
person disc! factories the amount of three months’ wages. 
He hopes tment will check dismissals. However, his 
scheme does n difficulties of unemployment. 

P. Haense. 

The present st ft associations. (New York: National In 
dustrial Cor 931. Pp. xii, 104. $1.) 

Report of the « cs and origin of fires, May 28, 1981. (New 
York: Natio Underwriters. 1931.) 

The support ¢ : of conditions and proposals. (New York: 
National hh Board. 1931. Pp. xi, 65.) 

Any exal thods of providing for aged dependents es 
sayed by the rial Coateheains 3oard is certain to place grest 
stress upon lom, individu: al initiative and personal in 
centive. T! the sentiment of the majority of employes 
some trepi neerning the movement for state old a 

ensions. B n is made of the basically different situs 


ion 


tion for th n brought about through the mechanizat 
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of industry, urbanization and higher standards of living. In regard to 


Aig living standards, there is a disposition to find fault with wage earners for 
cate not being more economical during their productive years, thus enabling 
ur Of- them to save for old age. Here it would have been to the point to indicate 
d that spending habits of wage earners are in no smal] part due to the efforts 
all of advertisers and salesmen at the behest of industrial interests, and that 
nGerr. proficiency in the habit of saving is not enhanced by irregularity of em- 
York’ ployment and unemployment. Possibly also there will not be entire agree- 

= ment that the obligation to support aged parents rests upon their children 
S —unless due consideration is given the income needs of the children in sup- 
oe plying a minimum standard of living in their own families. Certainly, for 


the group dealt with in this study, a depression such as the present one 

affords clear evidence that individualism, as expressed in the parent-child 
e os relationship, has serious shortcomings as a method of meeting the problem. 
— However, the reader is cautiously informed that pension plans inaugurated 
by industry are very incomplete in their national coverage, and there ap- 


A vere pears to be a mild inclination to prepare employers for state pensions. 
Perhaps failure to treat in summary form the experience under European 
government pension plans—on the ground that conditions are so very dif- 
ferent from those here—is not altogether justifiable; especially, since the 
experience of the few American states which have enacted legislation is 

>ments: of such short duration and is so incomplete. 

y, New W. Cooper 

1931.) 

mee Pauperism, Charities, and Relief Measures 

lings in NEW BOOKS 

Pp. 38. Ovom, W. E. and Corrom, W. L. A survey of poor relief systems and care 


provided for aged dependents in the state of Ohio. 2nd ed. (Cincinnati: 
sichter- Industrial Assoc. 1931.) 
Old age dependency in Connecticut. (Hartford: Manuf. Assoc. of Conn. 1931. 


the un- Pp. 180.) 


pay no! 

yr every Socialism and Co-operative Enterprises 
wages. NEW BOOKS 

ver, his 


Barpoux, J. Le socialisme au pouvoir: lexpérience de 1924; le dialogue J. 
Ramsay Macdonald—Edouard Herriot. (Paris: Firmin-Didot. 1930. Pp. 
BNSEL xviii, 307.) 
Binyon, G. C. The Christian socialist movement in England: an introduction 
to the study of its history. (New York: Macmillan. 1931. Pp. 248. $3.50.) 
: Corton, E. T. The X Y Z of communism. (New York: Macmillan. 1931.) 
1. (New ReyNoips, B. The communist shakes his fist: he would fight the battles of 
Moscow on the streets of New York. (New York: Sully & Co. 1931. Pp. 


Vork: 
W York: 460. 2.50.) 


Scumrokaver, A. Lassalle. Translated by Even Pavut and Cepar (Lon- 


onal In 


lents “s don: Allen & Unwin. 15 net.) 
ace greai Tuomas, N. America’s way out: a program for democracy. (New York: Mac- 
ional ir millan, 1931. Pp. 824. $2.50.) 
aployers While socialism historically has held fairly steadily before itself one 
ideal, methods of approach and of attainment have been almost as various 


i as socialists. Necessarily, the thought and personal magnetism of in- 
ganization 
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dividuals reat force in the shaping of schools, Though hs 
would be the important and constant contributions 
his comr is is taken by most as the leader of socialist opin 
ion in A me, therefore, though not a systematic statemeni 


commana 


Mr. n democratic processes. He would achieve “Coup. 
eration in naging the things necessary for our common |if; 
through } 1s resolution, taking care to preserve the large: 
measure stage in the development. He rejects the sy». 
gestion of sm’’ that super-industrialists, working for proft 
in any { r economic difficulties; their ignorance ap) 
ineffectua nt depression bode ill for their success in soci! 
planning ke world communism better, though he cordial) 
acknowled f which Russia is affording “that magnificent huma 
energies n industrial life without making profit both Go 
and rewa il’; communism seems to involve dictatorship, 
denial of awaiting of final success through war or other 
catastrop r socialism is a way of life, to be forwarded 
through ca to existing circumstances economic and political, 
national a1 

He is i vo points—that current, though partial, better. 
ment, is n ‘kked in the concentration upon ultimate socialist 
purpose, a yn, active participation in a program, is neces- 
sary to so [he “progressives” make .a smaller contribution 
because th t a rubric. 

The ques list sanctions in American economic life, whic! 
are plied f re not less bold than penetrating. The book 
shows a re ige of business practice as well as of theoretica 
suppositior rs power of summary in simple language is 
repeatedly volume is anything but an armchair perforn- 
ance, but is intelligence and an eager spirit, moving with 
sympathy, m in a world very well understood. 
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tistics and Its Methods 


NEW BOOKS 


DunNIGAN, W market forecasting. (Boston: Financial Pub. 


This is a nto a mechanical formula the idea that mor 
money can mon stocks by buying in depression and selling 
in prosperity x common stocks at an indiscriminate time and 
holding onl to the prospects of the individual corporation 
The method ; to take eight barometers (time series or com 
bination of 1 h have been suggested by Colonel Ayres (9); 
the Harvar ~ ty (8), and Van Strum (2) to precede in 
their upwar rd movement (or in attaining a certain level) the 
upward or d ment in the Dow-Jones index of industrial stock 
prices. The 1 involve relation of short-term interest rates 
to wholesal e of industrial output, dividend yields, and bond 


yields; vol output; steel industry prices; and pig iroi 


Uo. 1931. J 


eptember 1931] Statistics and Its Methods 567 


nough he nroduction. Action is to be based on the composite barometer which is 
a merely the indication of the majority of the eight barometers. 

rs Opie The method misses the absolute peaks and the absolute bottoms of the 
atement, 


cvelical swings in stock prices by about 3 months on the average for the 
. neriod 1900-1929. The 1929 peak is missed by 5 months; the 1931 low by 
nici a least 10 months. In the 1900-1929 period the composite barometer would 
wy life have dictated 70 per cent of the total possible profit from trading over the 
" larges evcle and more than could have been made by buying at the absolute bot- 
s the -. tom of the period and selling at the absolute high. 
‘for roi Dunnigan rests his case largely on the past mechanical performance. He 
— - summarizes the principal logical reasons for believing in the forecast rela- 
+ in social tionship of each barometer, appealing ultimately to “the undeniable eco- 
Cordial nomie fact that stock prices are at or near their high (or low) after business 
“s a and money have advanced (or declined) for ‘some’ length of time or to 
bed othe here is scientific value in bringing together eight of the most important 
tebery stock market barometers in one book. No comparison is made between one 
politics) barometer and another which is especially noticeable in case of the pig 
7 iron and furnaces in operation barometers and in the relation of interest 
rates to other factors. 
If reasonable mechanical forecasters work in practice, relationships prob- 
ably will be discovered which logical analysis would achieve with more 
effort if at all. If the mechanical forecaster does not work in practice, re- 
visions to make it work will make evident changes which have occurred in 
past relationships. If the mechanical barometer ceases to function because 
it is too generally used, logical relationships should have been made much 
easier to discover. Proof of the lack of value of this work will probably 
come sooner by its actually being carried out than could ever be shown 
logically. 
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is neces- 
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Che book 
leoretical 
guage is 
Evmer C. Bratt 
‘eLtNeR, F. pe. The national income of Hungary: a contribution to the prob- 
lem of estimating the national income. XIX°* session de |’Institut de Sta- 
tistique. (The Hague: Inst. Internat. de Statistique. 1930. Pp. 105.) 
Author is professor at the University of Budapest. The introductory 
chapter discusses methods of estimating national income, presenting the 
ial Pub, conflicting views of previous writers. “National income is the amount re- 
sulting from the aggregation of economic goods and values annually newly 
produced by a population organized as a state after deducting cost of 
hat mor production defined from the point of view of national economy, plus the 
d selling amount of the annual inflow of payments into the country from abroad 
time and by way of interest, rent or under other headings carrying no obligation 
oration of repayment, less the amount of the annual outflow of payments on 
or com- similar grounds. Accordingly, national income is not identical with the 
annual net proceeds of national production.” Incomes derived from per- 
sonal services are not considered as part of the national income. 
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: Haney, L, H. Business forecasting. (Boston: Ginn. 1931. Pp. xiv, 378. 
“St raies 03.40. ) 
nd bond 


Harper, F, H. Elements of practical statistics. (New York: Macmillan. 


pig iron 1930, Pp. xix, 324, $2.50.) 
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ta re merican Statistical Association held jn 
New York lover, president of the Teachers’ Insurance 
and Annu e a talk in which he divided statistical tex; 
into three hiefly mathematical, including the theory of 
probability iting of statistical methods; and third, thos: 
relating to present volume by Dr. F. H. Harper, agri- 
cultural « 1a of Agricultural Economies at Washing. 
ton, should cond group, although it draws nearly al! 
f its exal ral problems. 
n the } ; that it is his aim in writing the volume 
“to presen le form some of the more common principles 
hnique of statistical analysis.” The early 
ulation, frequency distributions, graphi 


presentation mean, the mode and the median are quite 
elementary | in a clear manner. Subsequent chapters 
ling wit nd dispersion, probability and error, long-time 
tren linea - relationships, correlation, regression, estimates 
and error, 4 5 are somewhat more advanced, but, never- 
theless, are readable style. 

While tl purport to add to the general knowledge of 
tistical ¢ licity of presentation probably constitutes its 
hief distin arithmetical equations are explained in d 
tail. the au nd those of his readers not trained in mathe 
matics. On ble chapters in the book is that which dis 
the { to curves. Descriptions of the logarithmi 
parabola, t rabola and similar trends are to be esp 
ally com r on correlation, while probably too long, is 
n of rank-order correlation and the cor- 

lation rat :ppropriately omitted. 
Certain ‘elation time lag and index numbers mig) 
Measurement of seasonal variation is on! 
ioned. T] hod used by Professor Warren M. Persons 
determini f the business cycle on economic series is not 
Due to t thor treats only accepted principles and 
hods, th m for disagreement as to the content of th 
xt matter. probably not best adapted to use as 8 
llege text nguage is such that a reader practically a 
should, without the aid of outside in 
1 


struction, | ts. 

Rosert E, LaANnpMAN 

NEUBAUER, G izdasdgtan. (Budapest: Légrady Tes 
vérek Nyo 1931. Pp. 40.) 


Persons, W. M s cycles. (New York: Wiley. 19381. Pp 


book tention, partly because of the author's 
i] forecasting the business cycle. [It is pre 
St las a 1 practice in forecasting business cycles. 
A rather str the Harvard A, B, and C curves method o! 
; loped, is not even mentioned. 

The first fi book consist of a forecast of general bu: 
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ness which appeared in Barron’s weekly and the New York Evening Post 
‘1 November and December, 1930. Chapter 14 presents some additional 
material for this forecast. The other two-thirds of the book consists of a 
presentation of monthly time series and a yearly chronology 1875 to 1930, 
annual indexes 1860-1930, and Persons’ previously published articles, “A 
lassifieation of theories of business fluctuations” and “Statistics and eco- 
nomie theory.” The monthly series are divided into periods, in each of 
which a chart of stock, bond, and commodity prices and interest rates are 
plotted above the general business cycle index. The integral probability 
curve is used as a trend to fit the annual indexes. 

Persons forecasts general business recovery by means of a time table 

nstructed on the basis of analogous deep depressions of the past as to 
the interval of subnormal business and period of recovery to normal from 
the trough. Little attention is given to the cumulative sequences generally 
recognized to work the cycle from one phase into another, but Persons 
believes that standards of living are bed-rock which limit curtailment of 
production in the trough of deep depressions. It is noted that deep depres- 
ions reach approximately the same distance below normal and usually 
nake a flat bottom. Supplementary study should be made of all types of 
prices, interest rates, inventories, wages, bank credit, security issues, crops, 
and economie and political events, presumably to see if these factors 
changed similarly in each depression. This method gives the probable re- 
sult, but it may not happen because of unpredictable events. Chief of these 
unpredictable events are monetary changes, wars, and droughts. 

The problem of applying a similar method to other phases of the busi- 
ness cycle is not discussed. The advantage gained by presenting unedited 
forecasts must be weighed against very loose organization and meaning- 
page references. In the chapters other than the six where the forecast 
is being made, the facts are merely presented, not interpreted, or the 
eneral problem is considered without specific application to forecasting 
business eyeles. The logical argument in the forecast chapters suffers at 
times from persuasive argument typical of a magazine article, with the off- 
setting advantage of human interest. The definition given of the phases 
of the eyele more readily lends itself to measurement than the usual defini- 
tion (p. 197). On the whole the ideas presented have been too often over- 
looked by forecasters and their presentation will inspire those interested in 
the subject. 


Evmer C. Bratr 


Rose, T. G. Business charts. (New York: Pitman. Pp. 104. $3.) 

Rosmaniru, G. Mathematische Statistik der Personenversicherung. (Leip- 
zig: Teubner. 1930. Pp. vi, 141. Rmk. 8.) 

! forecaster’s view of forecasting. (New York: Standard Statistics Co. 1931. 
Pp. 23.) 


D< EPORTS, AND LEGISLATION 


ries and Commerce 


In the sei rmation Bulletins published by the Depart. 
ment of Com 1: No. 751, The Cotton-Goods Marke: o} 
British Mala er, Jr. (pp. 47, 10c); No. 752, European 
Motion-Pictur pp. 81, 10c); No. 753, German Chemica} 
Development [. Daugherty (pp. 40, 10c.) ; No. 754, Motion 
Pictures in M il A ca, and the Greater Antilles, compiled | by 
E. I. Way (j , Leather Industry and Trade of Japan, 
by J. Schnitz No. 756, Small Island Markets for American 
Motion Pictu > No. 757, United States Tobacco and Ii; 
Markets, by |! ». B8, 10c.); No. 758, Latin American Mar- 
kets for Amer Manuel Lazo (pp. 34, 10c.) ; No. 760, Chemi- 

l Industry yal, compile d by A. H. Swift (pp. 13, 10c.): 
No. 761, JT) rnational Payments of the United States in 
1930 (pp. 76 he Chemical Industry and Trade of Poland, 
by Cl ton 

In the Don Series have appeared the following bulletins; 
No. 43, Distri ls in the Gulf Southwest, by E. F. Gerish, 
Part I of the ¢ of the Gulf Southwest (pp. 170, 85c.); No 
14. Petroleum Gulf Southwest, by Cc. B. Eliot, Part II of 
the Commercia Gulf Southwest (PP. 252, 65c.); No. 116, 
Japanese Bank [. Bratter (pp. 295, 50c.) ; ; No. 118, Taxation Pitch 
Business in Fra B. Carroll (pp. 92, 20c.) ; No. 119, American Pitch 
Pine and Its | 10c.); No. 120, Motor Roads in China, by A. V 
Smit h and Ans¢« 2. 80c.); No. 121, Latin American Markets 

for Soaps and , compiled by E. L. Thomas (pp. 81, 1c. 

No. 10 of tl n Cost Studies published by the federal Depart- 
ment of Comm Distribution Cost Problems of Manufacturing 


Confectioners 


The Stateme? n of the Steam Railroad Carriers of thi 
United States, : re the Interstate Commerce Commission, “in 
the matter of t rates and charges” has been printed under 
date of June lt f the rail carriers under date of June 24 
Copies may be stion to the Committee on Public Relations 
of the Eastern | Liberty Street, New York City. 

Statistics of | c Wa , Prices, Freight and Tariff Rates, 
and of Domest n ablis] 1ed as Senshe Document No. 310, 
71st Congress, 3 comp vil: ation presents ste atistical information 
obtained durir 2 the Senate of the Tariff act of 1930 
Chapter 1 com} bor productivity of the United States, Great 
Britain and G r 2 compares prices in the same countries 
Chapter 3 enu he difficulties, aside from labor cost, which 
are met by Un facturers of certain articles. Chapter 4 lists 
a number of Un .ctures whose exports exceed imports. Chap 
ter 5 rile the | by a number of foreign countries on their 


4 


principal impor n, Government Printing Office, 1931, pp- 45 


Jepart- 
thet of 
ropean 
hemica| 
Motion 
iled | by 
Japan, 
nerican 
ind Its 
n Mar- 
Chemi- 
, 10c.): 
ates in 


Poland, 


Hetins: 
Gerish, 
; No. 
t IT of 
0. 116, 
n Pitch 
n Pitch 
y A. V. 
Larkets 


Jepart- 


cturing 


of the 
on, “in 
1 under 
une 24. 
lations 


Rates, 
310, 
rmation 
f 1930 
Great 
untries. 
which 
4 lists 
. Chap 
yn their 
p. 45). 


1981] Labor 571 


The Bureau of the Census in the Census of Distribution: 1930 has issued 
, bulletin dealing with Retail Trade in the 47 Cities of 10,000 Population and 
Over in the State of California, including a Summary of All Retail Business 
» the State (Washington, 1931, pp. 171). In this same series of studies is 
, bulletin entitled Re tail Distribution by Women’s-A pparel Chains (pp. 15). 


The United States Tariff Commission is showing unusual activity in pre- 
paring and publishing its reports to the President on the differences in costs 
of p roduction of various commodities. Since May, 1931, the following reports 
in the — series have been received: No. 5, Woven Wire Fencing and 
Netting (pp. 16); No. 6, Wood Flour (pp. 10); No. 7, Pigskin Leather (pp. 
3): No. 8, iis Bonnets, and Hoods of Straw (pp. 10); No. 9, Maple Sugar 
and Maple Sirup (pp. 13) ; Nos. 10 and 11, Wool Floor Coverings and Ultra- 
marine Blue (pp. 14); No. 12, Smokers’ Actidie: Pipes, Pipe Bowls, Cigar 
and Cigarette Holders, and Mouthpieces Finished or Unfinished (pp. 7); No. 
13, Edible Gelatin (pp. 8); No. 14, Fourdrinier Wires, Woven-Wire Cloth, 

] Cylinder Wires (pp. 15); No. 15, Wool-Felt Hat Bodies and Hats (pp. 
12); No. 16, Cigar-Wrapper Tobacco (pp. 43); No. 17, Fish and Other 
Marine Products (pp. 17). 

The Bureau of Mines of the federal Department of Commerce has issued 
a bulletin on The Economics of Strip Coal Mining (Economic Paper 11), 
by O. E. Kiessling, F. G. Tryon and L. Mann (pp. 82, 10c.). Economic 
Paper 12, issued by the same Bureau, deals with Economics of Crushed-Stone 
Production (pp. 62, 15c.). 


The federal Department of Agriculture has issued Circular No. 151 en- 
titled Hedging in Grain Futures, by J. M. Mehl, assistant chief of the Grain 
Futures Administration (pp. 104, 25c.). 


Labor 


[he federal Bureau of Labor Statistics has issued the following bulletins: 
No. 535, Wages and Hours of Labor in the Slaughtering and Meat- -Packing 
Industry, 1929 (March, 1931, pp. 122, 20c.). 
No. 537, Wages and Hours of Labor in the Dyeing and Finishing of Textiles, 
1930 (June, 1931, pp. 30, 10c.). 


Bulletin No. 85 of the Women’s Bureau of the federal Department of Labor 
leals with Wages of Women in 13 States, by Mary E. Pidgeon (pp. 213, 
35c.). The states covered are: Rhode Island, New Jersey, Ohio, Delaware, 
Oklahoma, Missouri, Georgia, Tennessee, Arkansas, Kentucky, South Caro- 
lina, Alabama, Mississippi. 

Other bulletins recently published by the Women’s Bureau are: No. 86, 
Activities of the Women’s Bureau of the United States (pp. 15, 5c.) ; No. 87, 
Sanitary Drinking Facilities, with Special Reference to Drinking Fountains, 
by Marie Correll (pp. 28, 10c.). 


The following annual reports have been received: 

Annual Report of the Department of Labor and Industries of the Common- 
wealth of Massachusetts for the Year Ending November 30, 1930 (Boston, 
pp. 152), 

Lighteenth Biennial Report of the Bureau of Labor of the State of New 
Hampshire for the Fiscal Period Ending June 30, 1930 (Concord, pp. 97). 
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NOTES 


The next annual meeting of the American Economic Association will 
held in Washington, December 28-30, 1931. Hotel Washington has been 
selected as headquarters. 


The following names have been added to the membership of the American 
Economic AssociaTIoN since May 1: 
\hrens, F. E., National Bellas Hess Co., Inc., 7th Ave., New York City. 
Anderson, S. A., 475 Main St., Burlington, Vt. 
\uerbach, I. E., 317 W. 56th St. New York City. 
Rischof, G. P., 471 Ocean Parkway, Brooklyn, N.Y. 
Cahill, M. C., 460 Riverside Drive, New York City. 
Chickering, M. A., 284 Mountain Ave., Piedmont, Calif. 
Cole, W. C., 69 Winona Ave., Detroit, Mich. 
T., Via Pascoli 37, Milano, Italy. 
Gavens, H., 11 Hillside Ave., New York City. 
Ginzberg, E., 508 W. 114th St., New York City. 
Higginbotham, F., 420 Lee Ave. West Terre Haute, Ind. 
iqu st, M. A., 2281 U niversity Ave., New York City. 
n, R R., 3 College Campus, Lake Forest, Ill. 
VeLean, J. L., 16 Willcocks St., Toronto, Ontario, Canada. 
lullan, W. N., Montgomery Ave. and Paper Mill Rd., Chestnut Hill, Pa. 
Malkary, H. J., 992 Park Place, Brooklyn, N.Y. 
farsh, B. C., The People’s Lobby, 39 Bliss Bldg., Washington, D.C. 
Mudgett, B. D., University of Minnesota, Minneapolis, Minn. 
Normano, J. F., 11 Everett St., Cambridge, Mass. 
Payne, S. L, P.O. Box 2386, Johannesburg, South Africa. 
—_ in, B., 28 Barrett St., Brooklyn, N.Y. 
Ra G. M., 408 N.E. 13th, Oklahoma City, Okla. 
Reeve, % E., 5757 University Ave., Chicago, Ill. 
Renne, R. R., Montana State College, Bozeman, Mont. 
Ross, R. C., University of Illinois, 220 New Agricultural Bldg., Urbana, IIL. 
Saunders, S. A., 8 Harbord St., Toronto, Ontario, Canada. 
Scrivener, G. R., Elm Bakery, Cavendish St., Ipswich, Suffolk, England. 
Shepherd, G. S., Dept. of Agric. Economics, Iowa State College, Ames, Iowa. 
slagsvold, P. L., Montana State College, Bozeman, Mont. 
Staderman, R. A., Chiswick Park Manor, Brookline, Mass. 
lemple, A. H., 155 24th St., Jackson Heights, L.L, N-Y. 
] , M. F., 15941 Fairfield Ave., Detroit, Mich. 
I W. H., Capitol House, Swanston St., Melbourne C 1, Australia. 
lrivanovitch, V. G., 404 E. 55th St., New York City. 
lynan, G. G., 22 E. 38th St., New York City. 
Venstrom, C., State Experiment Station, University of Nevada, Reno, Nev. 


rhe index to Volume II (1980) of Social Science Abstracts has recently 
cen published. This index constitutes the largest single reference work on the 
world’s periodical literature in the social sciences for 1930. There are over 
5,000 topical entries in the subject index and the names of over 12,000 con- 
mporary writers in the authors’ index. (Publication office: 611 Fayerweather 
Hall, Columbia University, New York City.) 


Reference was made in the March issue of the Review to a series of studies 
under the auspices of the Social Science Research Council relating to agricul- 

re. The final program has now been announced as follows: No. 1, Public 
Finance and Agriculture (pp. 176, 75c.); No. 2, Agricultural Land Utiliza- 
tion (pp. 160, 75c.); No. 3, Agrieattarel Credit (pp. 144, 75c.); No. 4, 
: sy: Population (pp. 120, 70c.); No. 5, Rural Social Work (pp. 88, 60c.) ; 

0. 6, Agricultural Income (pp. 120, 70c) ; ; No. 7, Marketing of Farm Pro- 


ptember 
York 
on Un 
1, 19 


574 Notes [ Septembe, 


ducts pp. T'r sp »rtation and Agriculture (pp. 144, 
No. 9, Pris ts (pp. 200, $1.); No. 10, Index Numbers Pe 
Agricultur No. 11, Farm Family Living (pp. 176, 75¢.)- ¥, 
12. Rural O 160, 75c.); No. 13, Farm Management (pp. 2 
$1.); No. 1 Insurance (pp. 64, 60c.); No. 15, Agricultyrg 
Coéperation No. 16, Farm Labor (pp. 80, 60c.); No, 17 
Rural Socia p. 144, 75c.) ; No. 18, Rural Institutions (pp, 
75c.): No. 1 Values (pp. 64, 60c.) ; No. 20, Rural Land Tenyr, 
pp. 100, 7 ultural Policy (pp. 160, 75c.). Orders should be 
sent to Pr« ) Black, Director, Room 472, Widener Library 
Harvard { lige, Mass. It is planned that the numbers yj 
appear at tl e a month beginning with June, 1931. 

A dinner \ rican Statistical Association was held May 9% 
to discuss tl 1 Measures of Social Aspe cts of Unemploy. 
ment.” Amo re: Meredith B. Givens, “Comparative Fluctys. 
tions in Em} R f Statistics’; Ralph G. Hurlin, ‘Sameer: d 
Trends in R ssion” ; William J. Carson, “What Happens ty 
Individual S pression”; Emma A. Winslow, “Relationship; 
between Cri nt Fluctuations”; Ewan Clague, “Unemploy. 


ment and the 


The Nati f Real Estate Boards has sent out a memoran- 
dum which | 1 | sre President Hoover relating to the pos 
sibility of c1 nt system which would serve existing financial 
institutions 1 urban residences in much the same way as thy 
federal res commercial banks. Further information may 
be had by a nization at 59 East Van Buren Street, Chicago, 

The first K nee on accounting instruction was held at the 
School of B ty of Kansas, on April 17 and 18, 1931. Repre- 
sentatives ir s and from public accounting offices met to 
discuss conte! bjectives of accounting courses, with particular 
reference to vork in accounting. 

The eleven f the National Institute for Commercial 
Trade was conducted at the Northwestern Uni- 
versity Scho August 2-15, 1931. 

The Unive ; begun the publication of “Economic Series 
Volume I, no Veasures of Business Activity in Florida, by Pro 
fessor Montg n (Gainesville, May, 1931, pp. 47). 

The Birmi Research on Russian Economic Conditions has 
issued Memo1 ing W vith Remarks on the Five-Year Plan a 
ulsory I S.S.R. (May, 1931, pp. 19). 
2 relates to 7 of the U.S.S.R. (July, 1931, pp. 24). 
announced tha issue “de to six memoranda per annum at , 
inclusive cost re not sold separately. Communications should 
be addressed v. Birmingham Bureau of Research, Russia 
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The Institute for Economic Research of Northwestern University has 
published a Municipal Ownership Chart, under the direction of Pro- 
Paul J. Raver. 


fessor 


Principles of Marketing, by Professor Fred E. Clark of the Northwestern 
ersity School of Commerce, has been translated into Japanese by Pro- 
fessor K. Ogato of the University of Tokyo. 

William Henry Bamberg, associate professor of accounting and insurance 
+ Northwestern University, died in May .after a brief illness. Before be- 
‘ming associated with Northwestern University he was a member of the 
faculty of Ohio State University. 


Appointments and Resignations 


Frederick M. Babcock of Chicago has been appointed research associate in 
the Bureau of Business Research in the School of Business Administration of 
the University of Michigan. He will conduct studies in the field of real estate 


valuations. 


Warren J. Baker of the University of California has been appointed assist- 
t in economies at the University of Illinois. 


k. N. Behling has been appointed instructor in transportation and public 
lities for the coming academic year at the University of Illinois. 


C. Bendor, formerly of the University of Pittsburgh, has been appointed 
stant in economics av the University of Illinois. 


Charles W. Birtwell, vice-president and secretary of the Stable Money 
Association, has been elected vice-president and executive secretary of the 
Association. 

William Bledsoe, formerly assistant in the department of economics of the 
University of Illinois, has been appointed instructor in economics at Beloit 
College. 

Karl Richard Bopp has been appointed assistant professor of economics 

finance at the University of Missouri. 

Robert W. Bradbury has been appointed assistant professor of economics 


n the College of Commerce, Louisiana State University. 


H. G. Brainard, who has been at the University of North Carolina, has 
en appointed assistant in economics at the University of Illinois. 


Dr. R. P. Brooks, professor of economics, has resumed his work at the 
Cniversity of Georgia following his trip around the world as Kahn Fellow 
in 1930-31. 


W. Harrison Carter, Jr., of Brown University wiil be an instructor at Con- 
necticut Agricultural College. 


Dr. Harcourt L. Caverly, assistant professor of economics at the University 
Michigan, has been promoted to the rank of associate professor. 


hee John D. Clark of Johns Hopkins University has been appointed pro- 
tr of economics at the Univ ersity of Denver. 
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Dr. John ng professor of economics at the Universit, 
of Micl year 1930-31, has accepted an appointmey 


Nations, beginning September 1, 193], 
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rR ¢ University of North Carolina, has been ») 
n 
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fornia. Prof ll investigate the Japanese economic position 
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Dr. Lion d to the Administrative Committee of th 
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Dr. Edwin 1 promoted from the rank of associate pro 
fessor to f head of the department of economics | 
Chris 
Dr. Marga University of Michigan has been promoted 
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Professor J. Gilbert Evans of the department of economics in the Univer- 
of North Carolina has been granted a leave of absence for one year to do 
reearch with Professor Chester D. Wright on his Economic History of 


Ralph E. Freeman, formerly of the University of Western Ontario, has 
nen appointed associate professor of economics at Massachusetts Institute of 


iO ry . 


Dr. Lewis A. Froman, formerly of Cornell University, has been appointed 
tructor in economies at the University of Buffalo. 


J.C. Gibson of the School of Commerce of the University of Wisconsin has 
: promoted to an associate professorship in accounting. 


Dr. James H. Gilbert, chairman of the economics department of the Uni- 
versity of Oregon, has been named by Governor Meier as a member of the 
Interim Committee on a system of assessing municipal utilities. The Com- 
mittee will prepare a report to the 1933 legislature. 


John M. Glenn, general director of the Russell Sage Foundation since its 
inception twenty-four years ago, has resigned that post, but will continue to 
serve as one of the trustees of the Foundation. 


‘illiam E. Goetz has resigned his instructorship at the University of Chi- 
igo to become instructor in economics at the University of Buffalo. 
Dr. Leland J. Gordon, assistant professor of economics in the Wharton 
School of Finance and Commerce, University of Pennsylvania, has resigned 
to accept a position at Denison University as professor and head of the de- 
rtment of economics. 


Professor Frank Dunstone Graham of Princeton University has been 


granted leave of absence for the academic year 1931-32 to occupy the Chair 
International Economies at the Institute Universitaire des Hautes Etudes 
nternationales in Geneva. 


Laurence R. Gray, assistant professor of economics at the University of 
Arizona will return this fall to Arizona to resume his university duties. 
Harold M. Groves of the department of economics at the University of 
isconsin has been promoted to an associate professorship in economics. 


Professor J. Hamilton of Duke University returns in September after two 
years’ leave of absence in Spain where he has been carrying on his studies in 
e history of prices. Dr. Hamilton is director in Spain of the research work 
ried on under the auspices of the International Scientific Committee on 
Price History. 

Dr. Max S. Handman, professor of economics at the University of Texas, 
ho has been visiting professor at the University of Minnesota during the 
, long session, has resigned his position at Texas to become professor 
ot economics at the University of Michigan. 


i 


. F. Harrison, adjunct professor of business administration in the Uni- 
sity of Texas, returns in September after a year’s leave spent in graduate 
ork at the University of Chicago. 
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Donald F. Martin, formerly at the University of North Carolina, has been 
appointed assistant in economics at the University of Illinois. 


Professor Wesley Clair Mitchell has been added to the Administrative 
Committee of the Stable Money Association. 


Henry B. Moore, adjunct professor of business administration at the Uni- 
versity of Georgia, has resigned to accept a position with the Technical Mar- 


ket Service of Detroit. 


Walter A. Morton of the department of economics of the University of 
Wisconsin has been promoted to an associate professorship in economics. 


Vernon Arthur Mund has been appointed part-time instructor in economics 
at Princeton University. 


Spencer Myers, lecturer in economics at Northwesern University School 
§ Commerce, has been appointed associate editor of the National Real Estate 
J yurnal., 


Dr. G. H. Newlove, professor of accounting at the University of Texas 
has been appointed a member of the Advisory Board of the Accountants’ 
Handbook. 


Dean Edward T. Nickoley of the American University of Beirut, Syria, 
who will visit the United States on a sabbatical leave of absence, has been 
appointed visiting professor of economics at the University of Illinois for the 
xcademic year 1931-32. 


Dr. H. S. Person, managing director of the Taylor Society, attended 
the Conference of the International Management Institute at Geneva in July. 
He also took part in the program of the Congress of the International In- 
dustrial Relations Association at Amsterdam in August. 


Dr. Iva L. Peters is leaving Syracuse University permanently at the close 
of a five-year personnel project for women. 


Dr. Charles W. Pipkin, professor of government at Louisiana State Uni- 
versity has been appointed visiting research professor of social legislation at 
Columbia University. 


_John P. Ramsey, Jr. has been appointed instructor in transportation at the 
University of Illinois. 


Dr. L. Owens Rea of Johns Hopkins University has been appointed asso- 


ciate professor in the department of social sciences at Wake Forest College, 
North Carolina, 


Miss Elizabeth Redden of the University of New Hampshire has been ap- 
pointed instructor in sociology at Goucher College for the year 1931-32. 


Professor C. F. Remer, who has been directing a study of the international 
economic relations of China under the auspices of the Social Science Research 


Council for the past year, returns to his teaching duties at the University of 
Michigan in September. 


sO N Ot€és [ September 

Dr. Davi rmerly with the Bureau of Jewish Social R,. 
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Bur au ot 

Professo1 he University of Texas has been appoint 
investment s University. 

Everett G. > t courses in marketing at the Universit; 
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Ralph B. Tower, instructor in economics at Cornell, has been appointed 
nt professor of economics at Mount Union College. 

Dr. Leonard Watkins of the University of Michigan gave courses in money 

1 hanking at the University of Texas during the summer. 


Colleze of Business Administration at the University of Nebraska. 


\ficg Martha C. Weaver has been appointed assistant in business research 


)r. W. L. White, professor of marketing in the University of Texas, has 
ranted an extension of leave in order to continue for an additional year 
+] leral Trade Commission. 


i ¢ 


Dr. A. P. Winston, professor of business administration in the University 
: Texas, will enjoy a partial leave from his duties during the year 1931-32 
enable him to complete work on a research in the field of monopolies. 

Professor A. B. Wolfe of Ohio State University is to be visiting professor 
conomics at the University of California during the coming academic year. 
J. Merle Yowell, instructor in accounting in the College of Business Ad- 
nistration at the University of Nebraska, has resigned to accept a position 

the Omaha Cold Storage Company. 


WENTY-EI! DOCTORAL DISSERTATIONS IN POLITICAL 
| IN AMERICAN UNI- 
ES AND COLLEGES 


lence exceeds three years are omit 


Student n-resit 
N l a 


fx i probable date of completion. 
rhe first | d January 1, 1904, and was sent to all mer- 
he but not 1 he publications. The subsequent lists have ap- 
red 4 
Second list, vl, p. 737. - 
Phird list, 1 , no. 3, supplement, p. 43. 
] h list, i, no. 2, supplement, p. 42. 
Fit list, 1 r April, 1908, p. 69. 
Sixth list, 1 r April, 1909, p. 16. 
Seventh list, for March, 1910, p. 12. \ 
) list, March, 1911, p. 212. 
Ninth list, 1 June, 1912, p. 519. 
Fenth list, 1: for June, 1913, p. 527. 
Eleventh list r June, 1914, p. 524. 
I'welfth list, June, 1915, p. 476. 
rhirteenth | vy for June, 1916, p. 499. 
Fourteenth | vy for June, 1917, p. 485. 
Fifteent! r June, 1918, p. 459. 
Sixteenth list r June, 1919, p. 433. 
Seve nth mber, 1920, p. 692. 
Fig h r June, 1921, p. 388. 
N teenth , vy for June, 1922, p. 380. 
I th | or September, 1923, p. 571. 
[Twenty-fi ew for September, 1924, p. 601. 
I'wenty-sec I Ew for September, 1925, p. 593. 
Twenty-third gw for September, 1926, p. 556. 
['wenty-fourt eview for September, 1927, p. 574. 
I'wenty-fifth | w for September, 1928, p. 589. 
C'wenty-sixt ew for September, 1929, p. 533. 
I eview for September, 1930, p. 574. 
The present ral dissertations completed and accepted by the 
rious univers e a publishing company was reported, this has 
bee! en. Tit pleted” are assumed to be still in preparatio 
It will be noted esis titles in the field of sociology are omitted, 
nasmuch i] {merican Journal of Sociology. 


sin, 1926. A « role of price in maintaining equilibrium among 
I 

Eimer C. Bratt, 5; M.A., 1926. The concept of elasticity in eco- 
nomics 

Pui.ie STEPHEN T ersity of California, 1927. Psychological ap- 
proaci 

BENJAMIN FRAN 5., Purdue, 1924; M.A., 1925. A critical examina- 
tion of the di ted English economists. 1932. Iowa. 

Luioyp E. Devot, 23; A.M., 1925. Diminishing returns in economic 


tusseLL H. Bat n State Teachers College, 1924; M.A., Wiscon- 
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Luovp ALVIN Hetms, A.B., DePauw, 1924; A.M., Illinois, 1926. The contribution of 
‘T -d Overstone to the theory of currency and banking. 1931. Illinois. Accepted. 


\. D. H. Kartax, B.S., New York University, 1913; A.M., Denver, 1923, Henry C. 
Carey. 1930. Johns Hopkins. Accepted. 

Wiuam Tien-Cuen Liv, Ph.D., Northwestern, 1930. The development of the surplus 
concept in economics. Accepted. 

Wouam Herman Merzzer, A.B., Stanford, 1919; A.M., 1925. The sociological theories 
William Graham Sumner. 1931. Stanford. Accepted. 
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Lewis A. FroMAN, A.B., Missouri, 1927. Interdistrict relationships of federal reserve 
banks. 1931. Cornell, Accepted. 


Moe Grvzpero, A.B., Rochester, 1928. Million dollar incomes in the United States. 
1932. Columbia, 


Ausert Orro Greer, A.B., Kansas, 1921; A.M., Harvard, 1922. The development of 
mmercial paper houses in the United States. 1982. Harvard. 
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banking in North Dakota. 1931. Minnesota. 


Doxa C. Horror, B.S., Ohio State, 1926; A.M., 1927. The theory of public regula- 
of banking. 1982. Michigan. 
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(nantes Lasette Jamison, Ph.D., Chicago, 1930. Liquidity and profits of unit banks. 
Accepted. 
Exxest Amos Jonnson, A.B., Colorado, 1918; M.B.A., Denver, 1924. Gold policy of 
e federal reserve system. 1932. Northwestern. 
\:os _KrAt, LL.D., Prague, 1927. Economics relations between central banks and 
lustry. 1931. Colwmbia., 


Sana Lanpav, A.B., Louisville, 1920; A.M., 1921. An international comparison of the 
function and development of codperative banks. 1932. Chicago. 

Tar Lat Ler, A.B., Syracuse, 1923; A.M., Columbia, 1924. Nationalization of banking. 
1931. Columbia. 

Lawrence Puittrp B.S., Illinois, 1921; A.M., Harvard, 1926. Currency and 
exchange in Soviet Russia. 1931. Stanford. Accepted. 


Henry JinpricH Martxary, M.B.A., 1929, New York. Post-war banking concentration 
Europe. 1932. New York. 


Marcaret C, Myers. The development of the New York money market in 1913. 1981. 
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Wnuam A. Nerswancer, B.A., Washburn, 1922; M.A., Columbia, 1923. Statistical 
ly of a community of banks with special reference to cash-credit ratios. 1931. 
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Roreret Dean Patron, A.B., Ohio State, 1922; B.S., 1922; A.M., 1926. Natural law 
ind contemporary economic thought. 1931. Columbia. 


J. Marvin Pererson, B.A., St. Olaf, 1923; M.A., Wisconsin, 1926. The relation be- 


tween the customers’ loan market and other markets for loanable funds. 1931. 
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Jos AH THompson Puinney, A.B., Yale, 1928; A.M., Harvard, 1928. Gold production 
‘ price trends. 1931. Harvard. Accepted. 
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Wautace WRIGHT, A.B., Dartmouth, 1919; A.M., Stanford, 1924. Concentration of 
' ng control in the United States. 1931. Stanford, 
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sore GERTRUDE YOUNG, B.S., Missouri, 1923; A.M., 1925. The relation of the Atlanta 
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AwnNis, B.Com., Toronto, 1930. Imperial preference from the Cana- 
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The system of taxation in the Soviet Union. 1932. Columbia. 
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n taxation of personal industrial property under the personal property tax. 1931. 
Yale. 
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Bike EK. NicHOLSON, LL.B., George Washington, 1923; LL.M., 1925. The cost of 
collection of local taxes. 1932. Pennsylvania. 

nak Lyte Owen, B.A., Southwestern Missouri State Teachers College, 1927; M.S., 
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iaves STUART Prentice, A.B., Queen’s, 1920; M.A., 1927. Canadian federal finance 
since 1900. 1931. Chicago. 

Rorann R. Renne, B.S., Rutgers, 1927; M.S., Wisconsin, 1928. The dairy industry and 
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Cuartes H. Sanpace, Ph.D., Iowa, 1931. Motor vehicle taxation. Accepted. 
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L. Eowin Smart, B.A., Ohio State, 1916; M.A., 1923. Study of income tax laws in 
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W. 0. Surren, A.B., Texas, 1927; M.A., 1929. The operation of tax rate and debt 
limitation laws. 1932. Chicago. 

Furperick H. Sueviepy, B.S., Missouri, 1917; M.A., George Washington, 1923. The 
“flexible” tariff. 1982. American. 

Raveo B. Tower, B.B.A., Boston, 1924; M.B.A., 1927. Luxury taxation and its place 
na system of public revenues. 1931. Cornell. Accepted. 


Mase. L. Waker, A.B., Columbia, 1926. Municipal expenditures. 1980. Johns Hop- 
Accepted. (Published by the Johns Hopkins Press.) 


Ronan Burton Wetcu, B.A., Doane, 1928. Taxation of banks. 1931. Yale. 


Bexjamin Wuiraxer, B.A., Colgate, 1921; M.A., Yale, 1925. Comparative 
ilvantages of gross earnings and net income as a basis for corporation taxation. 
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iavve J. Wuirtow, A.B., South Dakota, 1921; M.A., 1924. Certain phases of taxa- 
tion and land utilization. 1932. Michigan. 


Jounn Woostey, A.B., Guilford, 1912; A.B., Haverford, 1918; A.M., 1914. State taxa- 
tion of banks. 1931. Chicago. 
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Louis Baska, O.S.B., A.M., St. Johns, 1921. Economic and social conditions of the 
Slovak in the United States. 1981. Catholic. 


Punur G. Beck, B.S., Ohio State, 1922; M.S., 1925. Rural population movements 
i Ohio, 1932. Ohio State. 
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Cuex Hvaneo, M.B.A., New York, 1927. Dr. Sun Yat-Sen’s principle of liveli- 
a critical inquiry into its peculiarities. 1931. New York. 
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Hvsert HUPPERTZ, Ph.D., Cologne. The organization and principles of German eco- 
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curacy of adequacy of housing: an analysis of housing of master farm home makers. 
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Siren Many Icnatrus Rivne, S.N.D., A.B., St. John’s 1923; A.M., Notre Dame, 

1926, Villeneuve-Bargemont, Catholic social protagonist: the first important pre- 
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cursor of Leo XIII. 1981. St. Louis. 

Ouees Morris Rvep1, A.B., Lindenwood, 1924; A.M., Smith, 1926. A study of social 
change and social opposition in a mid-western mining district. 1982. Clark. 

Raph M. Rurtepee, Ph.D., University of Washington, 1931. Emigration, inheritance, 
mortgages: a factor in rural and urban economic inequality. Completed. 

Leo WituiAM Simmons, B.A., Bethany, 1923; B.D., Yale Divinity School, 1924; M.A., 
Yale, 1927. Treatment of the aged among primitive people. 1931. Yale. 

Evererr Waker, B.S., Southwest Missouri Teachers College, 1920; A.M., 
Missouri State, 1923. The educational theories of Lester F. Ward. 1932. Stanford. 

Ciark Warsurton, A.B., Cornell, 1921; A.M., 1928. The economic aspects of pro- 
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Gervon CoLemMAN Woopsury, B.S., Northwestern, 1925; M.A., 1926. Some economic 
pects of housing since 1920, 1931. Northwestern. 
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Georsk L. AMruern, B.S., Pennsylvania, 1918. The development of the life insurance 
policy contract, 1981. Pennsylvania. 

Eowarv Wicht Baxxeg, B.A., Northwestern, 1926. Unemployment insurance in Eng- 
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sation for fatal injuries in Illinois. 1932, Chicago. 
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\. C. Gernanp, Ph.B., Chicago, 1924; A.M., 1927. The evolution of workmen’s com- 
pensation in the United States. 1932. Chicago. 


Davw Bowen Jeremian, Ph.D., Pennsylvania, 1930. The causes and prevention of 
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